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- 4387. Also, petition of the Silk Association of America, New 
York City, favoring change in the present revenue laws; to the 
Committee on Ways and Means. 

4388. Alsp, petition of Local Union No. 791, United Brother­
hood of Carpenters and Joiners of America, of Brooklyn, N. Y., 
favoring a bonus for veterans of the late war; to the Committee 
on Ways and Means. -

4389. Also, petition of the American Library Association, in 
annual conference assembled at Colorado Springs, Colo., urging 
the passage of S. 2457 and H. R. 6870; to the Committee on 
Education. 

4390. Also, petition of J. H. Williams & Co., of Brooklyn, 
N. Y., favoring a change in the present method of handling for­
eign commerce and urging appropriation for same; to the Com-
mittee on Appropriations. - · 
. 4391. By Mr. SINCLAIR: Petition of the Women's Federated 
Club oi Grace City, N. Dak., protesting against the passage of 
legislation permitting the waters of our national parks to be 
used for commercial pui·poses; to the Committee on the Public 
Lands. 

4392. By Mr. TAGUE: Petition of the Aberthaw Construc­
tion Co., of Boston, Mass., favoring 1-cent postage on drop let­
ters ; to the Committee on the Post Office and Post Roads. 

113D3. By Mr. TEMPLE: Petition of the Women's Club of 
Beaver, Pa., favoring the passage of the Smith-Towner bill and 
the Sheppard-Towner bill; to the Committee on Interstate and 
Foreign Commerce. 

4394. Also, evidence in suppor.t of H. R. 14731, granting a pen­
sion tlJSarah A. Vale; to the Committee on Invalid Pensions. 

SENATE. 

SATURDAY, December 11, 19~0. 

The Chaplain, Rev. Forrest J. Prettyman, D. D., offered the 
following prayer: 

A:mighty God, we come to Thee with our daily tasks because 
we are engaged in a struggle for the supremacy of truth. We 
know that truth in its highest form emerges only as the result 
of human effort and human consecration. We turn to Thee 
praying Thee to give us the purpose of heart, to giv-e us the 
spir:t of endeavor and of consecration, that we may delive~ 
the forces of our lives for the establishment of the truth here 
and everywhere. Save us from error. Save us from compro­
mising with half truths. Give us the spirit of perfect consecra­
tion to the truth as it is in Jesus. We ask it in His name. 
Amen. 

The reading clerk proceeded to read the Journal of yester­
day's proceedings, when, on request of Mr. CURTIS and by 
unanimous consent, the further reading was dispensed with 
and the Journal was approved. 

INTERDEPARTMENTAL SOCIAL HYGIENE BOARD (H. DOC. NO. 892), 

The VICE PRESIDENT laid before the Senate a communica­
tion from the Secretary of the Treasury, transmitting, pursuant 
to law, a report of the United States Interdepartmental Social 
Hygiene Board for the first fiscal year ended June 30, 1920, 
which was referred to the Committee on Public Health and 
National Quarantine. 

BONUS TO EMPLOYEES. 

The VICE PRESIDENT laid before the Senate a communi­
cation from the United States Employees' Compensation Com­
mission, transmitting, pursuant to law, a statement showing 
the average number of employees receiving the increased com­
pensation of $240 per annum for the four months of the fiscal 
year 1920, which was referred to the Committee on Appro-
priations. -

PUBLICATIONS ISS'L"ED BY DEPARTMENT OF INTERIOR. 

- The VICE PRESIDENT laid before the Senate a communi­
cation from the Secretary of the Interior, transmitting, pursu­
ant to law, a statement showing the various publications issued 
.by the department during the fiscal year ended June 30, 1920, 
which was referred to the Committee on Printing. 

ANNUAL REPORT OF ATTORNEY GENERAL. 

The VICE PRESIDENT 1aid before the Senate a communi­
cation from the Attorney General, transmitting, pursuant to 
law, the annual report of the Attorney General of the United 
States for the fiscal year ended June 30, 1920, which w·as re­
ferred to the Committee on tl1e Judiciary. 

PETITIONS. 

1\Ir. ELKINS presented a resolution in the nature of a peti­
.tion adopted by the Slovak League of America, Assembly 141, ut 
Clarksburg, \V. Va., relating to the partition of the Czec.ho­
Slovak Republic, which was referred to the Committee on For­
eign Relations. 

He also presented a resolution in the nature of a petition 
adopted by the Slovak League of America, Assembly No. 259, of 
Monongah, W. Va., relating to the partition of the Czecho­
Slovak Republic, which was referred to the Committee on For­
eign Relations. 

He also presented a petition from the Chamber of Commerce 
of Casper, Wyo., praying for the enactment of legislation in­
creasing the compensation of employees of the Postal Service, 
which was _referred to the Committee on Post Offices and Post 
Roads. 

He also presented a resolution in the nature of a petition of 
Local Union No. 2942, of the United Mine Workers of America, 
urging that f'urther prosecution and imprisonment of violators 
of the espionage act be abandoned, which was referred to the 
Committee on the Judiciary. -

Mr. McCUMBER presented a petition of theM. J. McElvain 
Post, No. 152, of the American Legion, Fullerton, N. Dak., 
praying for the enactment of legislation to pay ex-service men 
a bonus, which was referred to the Committee on Finance. 

Mr. HARRIS presented a resolution in the natu.re of a peti­
tion passed by the cotton farmers of Cobb County, Ga., in mass 
meeting, praying for the enactment of legislation increasing the 
price of cotton, which was referred to the Committee on Agri-
culture and Forestry. - " 

Mr. KENDRICK presented a resolution in the nature of a 
petition adopted by the annual convention of the American 
Federation of Labor and approved by the Hanna Local Union, 
No. 2335, . United Mi..I}e Workers of America, Hanna, Wyo., pray­
ing for the enactment of legislation granting aD;lnesty to political 
prisoners, which was referred to the Committee on the Judi­
ciary. 

He also presented a petition of the Natrona County- Stock­
growers' Associatfon, at Casper, Wyo., praying for the enact­
ment of legislation permitting honorably discharged soldiers 
and sailors be perm.itted to enter upon and take up 640 acres 
of the unoccupied' public domain without residence or improve­
ments, which was referr-ed to the Committee on Public Lands. 

EMBABGO OR TARIFF ON WOOL. 

Mr. WARREN. Mr. President, yesterday -certain telegrams 
and letters in the way of petitions were presented regarding the 
sheep and wool industry of this country, among others the 
returns from the Chicago market on a very considerable ship­
ment-some 2,000 or more head-of sheep which it seemed 
netted the producer only a fraction over 32 ceo ts per head. 

Wishing to ascertain something of the condition of the mar­
ket elsewhere I wired yesterday to one of the large sheep­
growing con.cerns in the West for their latest returns on 
mutton shipped to Kansas City, and I have in' my hand a 
telegram in reply stating that the "net per head, ewes, was 
$1.22f." Toot was the Kansas City market upon good sheep. 
The sheep-growing concern referred to, which has been many 
years in the business and which shipped these sheep, has been 
at an expense of from $7 to $12 a head in raising animals of 
that kind during the past few years. · 

While speaking of the market on mutton, I might as wen 
mention the market, or rather lack ef market, for wool. This same 
western concern received for its wool clip of 1919 a net return 
of two hundred and sixteen thousand and some odd dollars over 
and above all shipping and seUing expenses. The clip from that 
same corporation is now lying in Boston, equaUy good, possibly 
better, and would not bring in the gross, from all the indica­
tions that I am enabled to secure, $100,000, and from this will 
have to be deducted something over $25,000 for transportation 
of the clip more than 2,000 miles, the commission percentages, 
storage, grading, and so forth. In other words, it would not 
bring at the present time more than about one-third of what it 
brought a year ago, even if it could be sold at all; and, of 
course, the expenses of raising the present year's clip have 
been higher than they ever were before. . 

I have a great many- letters and telegrams respecting the 
extreme distress that prevails in the wool-growing industry. 
Of course there is some distress in the agricultural line as to all 
products, but t.J1ese particular products-sheep and wool­
seem to be the ones which suffer most and which will result, 
unless qui.ck relief is afforded, in very many financial failures. 
The worst of it D that such failur·es are n0t confined altogether 
to the growers, but from documents that I have in hand, and 
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many more in my office, bankers in those communities that are 
undertaking to carry these farmers through, as they have done 
before and as is usual in all parts of the country, are in deep 
trouble, and so they are sending in many of these petitions. 
I do not propose to burden the RECORD with .any particular 
number, but I am going to read one or two expressions contained 
in some of them. I ha>e one -letter from an individual gro\ter, 
a Yery consenative man, and from that I qu<>te: 

Am writing about the necessity for an emb rgo or temporary relief 
on wool at the present session of Congress. It seems to me that the 
Government owes 'US something after fixing wool prices at less than 
the market price duling the war___: 

And that is a fact-
and. it seems to me that it <WOuld be to the advantage of the country 
at large to saYe this indu try from ab olute ruin. After .ha-ving gone 
through the I>eriod of 'high wages and operating expense$, increased 
tremendouslyby the drought and hard winter, we have no market for 
wool on account of the foreign wool dumped in here with no tariff and 
the advanta~e to the importers of the present exchange rates, giving 
them a premmm of some 30 -per cent. 

Here is a letter from a banker situated in the Te:ry hea:rt -of 
the w<>o1-g.roWing section--

·1\Ir. ~I1\ll\10NS. Mr. President, I wish to a k the Senator a 
question, if he will yield to me for that ·purpose. 

Mr. WARREN. Certainly. 
Mr. ' SIMMONS. The Senator $aid that foreign wool has 

been dumped in here because we had no tm.·iff. I will ask the 
Senator if · he thi.nks that is the 'Only Tea on why it has been· 
dumped here? 

•:!\1r. 'VARREN. No. 
Mr. SlliMONS. Is it not a fact that_ the chief reason why 

we have had the heavy importations , of wool lies in the :taet 
tl:4-l.t the American market was able to take the surplus wool 
fr-om abroad, while many other countries which. bad heretofore 
been the chief market 'for such wools were not in a conditi-on 
to ·take them in the usual quantity? . 

Mr. WARREN. The Senat<>r is ·speaking in the right 'Clu·ee­
tion, but does not cover the -entire ground. 'The wool was 
brought here very largely by the Government of the United 
States, which feared that th'e wool produced in this country, 
even though it were all absorbed, as it was absorbed at their 
..own figures, would not carry them through. So they imported 
enough to keep the manufacturers busy in manufacturing the 
cloth needed by the Government, and were forehanded enough 
so that at the time the armistice came they had on hand some 
600,000,000 pounds <>f wool, which was ma(le up quite largely 
of wool brought from fo~eign countries, and which has very 
much helped to glut the market, since the War Department has 
engaged in wool selling almost continuously from that time. 

As the Senator from North Carolina has said, this was a 
market where there was money for wool ; there was an equa.Uy 
good market with the British Government. The British Gov­
ernment agreed to take the wool of all of the growers in its 
Pro\inces at an agreed 'Price during the war, and until some 
years thereafter; in other. words, until June 30, 1920. 

Owing to b,igh freights across the ,water and the good market 
here, the wool market was sustained until May last, when, in 
fact, it dropped nearly out of sight in value 1n almost the 
twinkling of an eye. Inside of 10 days wool that had started 
in transit on its way to reach a market about equal to th,at of 
last year found no market, and now lies dead in Ule eastern 
markets, while the cost of handling, owing to high cost of labor 
and advanced freight rates, and so forth, is greater than ever 
before. . 

I will read a quotation from the letter written by a banker. 
He says: · 

I have nothing to add to what you mar. know better than I do. 
'£he only purpose of this letter is, if poss1ble. to add weight to the 
tide of current opinion in this country which -would urge that Im­
mediate Legislation be enacted to save the sheepmen and others from 
going broke. Many of them are badly crippled, and some are sure 
to fail. There has been something very far wrong Jn any system of 
goyernment that immediately following a war setting up an almost 
exclusive barrier against foreign importations would permit not .only 
the free impoTtation of foreign woo but permit those wools to come 
in with a bonus to the foreign importers of an amount equal to the 
difference in exchange, which is now about 130 per cent, as I under-
stand it. · 

The writer further says: 
I do not think we could be accused of having been free and easy in 

the matter of loaning money last year, as -at that time there was the 
usual 50 per cent margin What I have said of the sheepmen applies 
more or less to the other branches of too live stock and farming indus­
try. I do not know what is going to become of us unless there are 
early remedies applied. 

Mr. President, I have only a word to add, and that is that 
the sheepmen, with all other producers, had expected lower 
prices for their products; they have, so far as they could, pro­
v-ided for · a recession of prices; but -there is nothing in history 
equal to the seyere and crushing giving away of the wool mar-

ket. As I have indicated, and as was brought out here' yesterday 
the same condition largely applies to the live-stock market: 
So to-day the grower of sheep, not being able to sell wool at 
all has to ship the liTe stock, has to go out of business, and 
put the sheep upon the maTket although they net him not much 
moTe than the freight, and his debt to the banker still con­
fronts· him. 

Is that industry worth saving to the country? If it is worth 
saving s<>meth.ing iD. the way of an embargo or of a mea ure 
equally effectiYe .and immediate, no matter how disagreeable or 
repugnant i.t may be to our ideas of ethics and the 01:dinary 
rule of leglSlation, must be enacted. It is an e:x:tremi.ty in 
which this industry 1s appealing for immediate hC.:p, .and the 
emergency is so acute as to be actually startling. 

Of course we had very low prices .and evere . tress in this 
industry rn 1893 3.!lld 1894, after we had had a season -of ·free 
W<Ool, but the condition which 'eXisted then came on more .gradu­
ally .and w.as nothing in comparison to the present distress. . I 
want to indorse what the Senator from· Utah [Mr. SMooT] said 
yesterday, that this industry will absolutely perish unless some 
relief is soon aff.orded it. 

An embargo for a fe-w months against all receipts <>f wool 
from foreign countries could, it seems to me, hurt no one. Those 
countries have large stocks of wool fm· home consumption. o 
have ~We. And· while prices might not be ,,..re.o1.tly increa ed 
wool could be sold for home consumption !Und th-e congestion 
would thus be relieved. 

I send to the desk for reference to the Committee .on Finance 
certain letter , many <>f them being from .bankel's, which I have 
received. · 

The VICE PRESIDEl\~. 'The comm--.:nications y;ill be re-
ceived and referred. ' 

1\lr. WARREN presented a J.etter in the nature of a petition 
from Mr. G. C. :Muirhead, president of the Stockgrowers' State 
Bank, of Worland, Wyo., favorlng an embargo .or restoration of 
the tariff on wool, which was referred to the Committee on 
Finance. · 

He also presented a telegram and letter in the nature of a 
petiti.on from Hon. J-ohn Clay, <If Clay, Robinson & Co., of Chi­
cago, Ill., favoring an: embargo or rest<>ration of the tariff on 
wool, w.hich was referred to the Committee on Finance. 

He also presented u letter in the nature <Of a petition from 
lli. E. P. 'Heald, Cody, Wyo., favoring an embargo or restoration 
of the tariff on wool, which was referred to the Committee on 
Finance. 

He 'll.lso presented a letter in the nature of a -petition from 
J-ames T. Elliott, editor of the :Sheep and Goat Raisers' ·Maga­
zine, .:San Angelo, Tex., favoring an embargo or restoration of 
the tariff on wool, which was referred to the Committee on 
Finance. 

He .also presented a letter 1n the nature of a petition fr.om 
Hon. A. H. Marble, president of the Stock Growers' National 
Bank, ·of Cheyenne, Wyo., favoring an embargo or restoration 
of the tariff on wool, which was referred to the Committee on 
Finance. 

He also presented a letter in the nature of a petition from 
:ur. 'Roscoe M. Wood, member of the executive committee of the 
National Wool Growers' Association, <>f Douglas, Wyo., favoring 
an embaTgo or restoration of the duty o wool, which was re­
ferred to the Committee on Finance. 

He also presented a letter in the nature of a petition from 
Hon. Ira B. Casteel, vice president 'Of the Stock Yards National 
Bank, DenveJ;, Colo.., favoring an embargo or rest<>ration of the 
tariff on wool, which was referred to the Committee <On Finance. 

'D..!.t.iGHTERS OF THE AMERICAN :REVOLUTION. 

1\fr. MOSES, from the Committee .on 'Printing, reported the 
following resolution _(S. Res. 397), which was considered by 
unanimous consent and agreed to: 

Resolved, That the report of the National Society of the Daughters 
of the American Revolution for the year ended March 1, 1919, trans­
mitted to Congress by the Secretary of the Smith onian Institution 
pursuant to law, be printed alf a Senate document, with illustrations. ' 

JOH~ SUI.LIV.AN-CH.A.NGE OF REFERENCE. 

l\lr. MOSES. I moYe that the Committee on Military Affairs 
be discharged from the further consideration of the bill (S. 
4513) to correct the military record of .John Sullivan and that 
it be referred to the Committee on Naval .Affairs. '-Ole reference 
was made by error. 

The motion was agreed to. 
BILLS 1:\~0DUCED. 

Bills were introduced, read the first time, and, by unanimous 
conseut, the second time, and referred as follows: 

. 



19~0. CONGRESSION _A_L RECORD-SEN ATE. 

By Mr. HALE: 
A bill ( S. 4601) for the relief of Lewis 1\lyshrall ; to the Com­

mittee on l\lilitary Affairs. 
By .Mr. ELKINS : 
A bill (S. 4602) providing for the appointment of an addi­

tional district judge for the southern judicial district of the 
State of West Virginia; to the Committee on the Judiciary. 

By l\lr. lJli..TDERWOOD: 
A bill ( . 4603) e.xtending the time for the commencement 

and completion of the bridge or bridges authorized by an act 
entitled "An act to authorize the Gulf Ports Terminal Railway 
Co., a corporation existing under the laws of the State. of 
Florida, to construct a bridge over and across the headwaters 
of 1\lobile Bay and such . navigable channels as are between the 
east side of the bay and Blakely Island, in Baldwin and Mobile 
Counties, Ala.," approved October 5, 1917; to the Committee on 
Commerce. 

By Mr. WATSON: 
A bill" (S. 4604) granting a pension to Lewis V. Boyle (with 

accompanying papers) ; and 
A bill ( S. 4605) granting a pension to Gilbert Adams; to t~e 

Committee on Pensions. 
By l\lr. JOHNSON of California: 
A bill ( S. 4606) to amend section 24 and section 256 of the 

Judicial Code; to the Committee on the Judiciary; and 
A bill (S. 4607) to provide compensation for maritime workers 

of the United States suffering injuries while in the service of 
merchant •essels of the United States, their owners, or char­
terers, and for the dependents of such maritime workers in case 
of death, and for other purposes; to the Committee on Com-
merce. · 

By l\Ir. KENYON: 
A bill ( S. 4608) to amend section 1 of the act entitled "An 

act making appropriations for the construction, repair, and 
preservation of certain public works on rivers and harbors, and 
tor other purposes," approved July 27, 1916, and section 1 of 
the act entitled "An act to provide for the control of the floods 
of the Mississippi River .and of the Sacramento Rive:.·, Calif., 
and for othf:r purposes," approved March 1, 1917; to the Com­
mittee on Commerce. 

By l\lr. JONES of Washington: 
A bill (S. 4609) to regulate marine insurance in the District 

of Columbia; to the Committee on the District of Columbia. 
By Mr. RANSDELL: 
A bill ( S. 4611) to establish and maintain a forest experi­

ment station in the Southern States; to the Committee on 
Agriculture and Forestry ; and 

A bill (S. 4612) for the relief of Harold Kernan; to the 
Committee on Claims. 

By 1\Ir. CAPPER: 
A bill ·( S. 4613) to establish in the Interior Department a 

bureau of veteran reestablishment, and for other purposes; to 
the Committee on Finance. 

REGULATION OF TRAFFIC IN THE DISTRICT OF COLUMBIA. 

Mr. DILLINGIBJ\f. 1\fr. President, Mr. William P. Eno, of 
this city, has for many years given especial attention to traffic 
regulation in large cities and has been instrumental in bring­
ing about many reforms. He has recently prepared a bill 
relating to the same subject in the District of Columbia. So, at 
his request, I introduce a bill, which I ask to have referred to 
the Committee on the District of Columbia. 

The bill (S. 4610) to provide standard general highway traffic 
regulations and adequate special highway traffic regulations for 
the District of Columbia was read twice by its title and referred 
to the Committee on the District of Columbia . 

NET EARNINGS OF FEDERAL RESERVE BANKS. 

1\lr. STERLING. I introduce a. joint resolution, and; because 
-of tbe importance of the subject and its immediate interest, I 
ask unanimous consent that it may be read. 

There being no objection, the joint resolution ( S. J. Res. 222), 
relating to the use of the net earnings derived by the United 
States from the Federal reserve banks in the years 1921 and 
1922, being the earnings accrued and accruing during the years 
1920 and 1921, was read. the first time by its title, the second 
time at length, and referred to the Committee on Banking and 
Currency, as follows: 
Joint resolution ( S. J. Res. 222) relating to the use of net earnings 

derived by the United States from the Federal reserve banks in the 
yt>ars 1921 and 1922, being the earnings accrued and accruing during 
the years 1920 and 1921. 

WherPas it is anticipated that the net eamings derived by the United 
States from the Federal reserve banks during the years 1921 and 
1922, being the earnings accrued and accruing during the years 1920 
and 1921. will exceed $100,000.000; ~ 

w~~~e~~r~~~::r;~bfi~ ~~en3er:.ved from interest charges collected from 

Whereas it is deemed to be in the public interest at this time that such 
earnings should not be withdrawn from the use of productive indus­
try; and 

Whereas there is a scarcity of credit for the orderly marketing of farm 
products and the production of live stock: Therefore be it 
Resolved, etc., That the Secretary of the Treasury, in his discretion, 

inay use not to exceed in the aggregate $100.000,000 of 'the net earnings 
which shall be derived by the United States from the Federal reserve 
banks. during the years 1921 and 1922, being the earnings accrued and 
accrumg during the years 1920 and 1921, as hereinafter provided : 

Immediately upon the receipt by the Treasury in 1921 of such net 
earnings for the year 1920, and the receipt in 1922 of such net earnings 
for the year 1921...._ the Secretary of the Treasury shall advise the Fed­
eral Farm Loan tioard of the amount a-;ailable for the purposes here­
~nafter designated, and the Federal Farm Loan Board shall thereupon 
rmmediately allot the same to the several Federal land bank "districts 
in proportion to the needs of such districts for the purposes described. 

The sums so allotted to the several Federal land bank districts sha!J, 
upon the request of the Federal land bank of any district, approved 
by the Federal Farm Loan Board, be placed with such Federal land 
bank as financial agent of the Government of the United States. to be 
used for the purpose of purchasing paper based on staple agricultural 
products or live stock. 

Any Federal land bank, as such financial agent, may purchase, in the 
name of tbe Government of the United States, with the funds so de­
P'OSited from banks within its district, whether members of the Federal. 
Reserve System or not. paper based on staple agricultural products in 
the hands of the producer or on li:ve stock, according to regulations 
to be prescribed IJy the Federal Farm Loan Board. 

No loan purchased under this act and based on agricultural products 
shall be for a period longer than nine months, and no loan based on 
live stock shall be for a period longer than two years. 

No Federal land bank shall purchase from any bank, under the pro­
visions of this act, paper in an amount greater than three times the 
capital and surplus of the selling bank, nor shall any paper be pur­
chased from any bank located in a reserve city. 

All loans purchased under the provisions of this act shall be in­
dorsed and guaranteed unconditionally by the bank selling the same 
to the Federal land bank. 

Loans purchased under the provisions of this act shall bear interest 
at the rate of 6 per cent per annum, payable in advance, if the loan be 
for a period of six months or less ; if for a longer period-than . ix 
months, payable semiannually in advance, but any borrower. under the 
provisions of this act, may be charged for the expenses incident to his 
loan a sum to be approved by the Federal Farm Loan Board, not ex­
ceeding an amount equal to 2 per cent per annum for the period of the 
loan, of which a per cent may be retained by the indorsing bank nod 
one-half of 1 per cent by the Fo:?{leral land bank making the loan. 

No loan shall be purchased by any Federal land bank, under the pro­
Yisions of this act, ·which exceeds 85 per cent of the cash value of the 
staple agricultural products or live stock by which such Joan is secured. 

Any paper purchased by any Federal land bank, as herein authorized, 
may be by such bank renewed or extended wholly or in part and the 
proceeds of any paper collected may be by the proper Federal land bank 
reinvested as herein authorized : Prot·ided, No paper shall be so re­
newed, nor shall any loan be so made as to create a maturity later than 
Januaey 1, 1924. 

The several Frderal land banks shall so administer the trust as finan­
cial agents of the Government as to complete their transactions here­
under as near as may be by January 1, 1924, and shall forthwith there­
after account for and pay 07er to the Treasury all moneys collected, 
both principal and interest. 

Such money when paid into the Treasury shall be subject to the uses 
prescribed by the second paragraph of section 7 of the act approved 
December 23, 1913, known as the Federal reserve act, for the net earn­
ings derived by the United States from Federal reserve banks. 

EXCLUSION OF ALIENS. 

1\Ir. HARRIS submitted an a.menument proposing to prohibit 
for five years the immigration of aliens to the United States, 
intended to be proposed by him to the bill (H. R. 14461) to 
provide for the protection of the citizens of the United States 
by the temporary suspension of immigration, and for other pur­
poses, which was referred to the Committee on Immigration and 
ordered to be printed. 

INDIAN CLAIMS. 

1\fr. HARRISON submitted an amendment proposing to refer 
to the Court of Claims the cases of the Choctaw, Chickasaw, 
Cherokee, Creek, and Seminole Indians, arising under or grow­
ing out of any treaty stipulation or agreement with the United 
States, intended to be proposed by him .to the bill (H. R. 10105) 
conferring jurisdiction upon the Court of Claims to hear, ex­
amine, consider, and adjudicate claims which the Choctaw, 
Chickasaw, Cherokee, Creek, and Seminole Indians may have 
against the United States, and for other purposes, which was 
referred to the Committee on Indian Affairs and ordered to be 

_printe\.1. 
MINING CLAIMS. 

l\lr. W ARRE~ submitted an amendment proposing to extend 
the time for suspending the law during the year 1921, which 
requires that $100 worth of labor be performed on all minjng 
claims of the United States, intended to be proposed by him 
to the joint resolution (S. J. Res. 216) to suspend the require­
ments of annual asse~sment work on mining claims during 
the year 1920, which was referred to the Committee on l\fines 
and l\Iining and ordered to be printed. 

TilE WOOL INDUSTRY. 

l\Ir. \VALSH of l\Iontana. Mr. President, some attention was 
given on yesterday morning to the question of the uppropri.ate 
.,ommittee for the consideration of the so-called embargo bill 
Since then my attention has been called to the bill introduced 

• 
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by the Senator f1·om Utah [l\I.r. SMooT] which is a bill (S. 455_7) ' 
to provide re:venue and to maintain the wool-producing and man­
ufacturing industii.es of the United States in a condition of pre· 
paredness for national requirements. 

RED"UCTIO~ OF ARM.AME?ii'TS. 

Mr. W .ALSH of l\lontana. 1\lr. President, it will be recalled 
that under article 8 of the covenant of the League- of Nations 
the council is charged with the duty of preparing plans for the 
reduction of armaments, to be submitted by it to the 'Various 
Governments for their consideratien and action. The council 
has entrusted to a commission created -by it the work of draft­
ing such a plan, to be submitted to it,.. and. when approved by 
it-if it shall be appro\ed-to the various governments. 

It was the opinion of the Senator from Utah that the bill 
should appropriately go to the Conunitt~e on Finance. and_ 1 
haTe not been understood as offering any objection to that 
reference, but the Senator- mll observe that the title of. the bill 
charucterizes it as a bill to raise revenue, and it purports to 
amend the re\enue act!~ Now, if it is such, of course, this body 
has no jurisdi-ction <rrer- the subject at all. 

1\Ir. Sl\IOOT. l\Ir. Pre ident, I wish to. say to the Senator 
from Montana that the reason why I introduced the bill was. 
because it might be possible to agree with Members of the 
House that whichever body could act first sliould do so. It 
does change :mel will neeessThrily change the revenue law be­
cause of the fact that manufacturers of woolen goods at:e iu­
\Olved, upon which there is a duty, and it repeals certain sec­
tions of the law and necessarily will have to do so. 

I am not going to push its conside..ration in the Senate, if 
after conference to-day with the chailman of the Committee 
on Ways and Means ot the House he desires that the House 
hall act first. I shall not ask for any action upon it here in 

that event, but if after 1:11it conferen~e he has no objection 
to it oc there is no objection upon the paTt of Members. of the 
House to hasten tbe matter, r shall ask that it be considered 
by thi~ body, although the bill does not raise re\enue, but pre­
\ents the collection o:fl it. 

l\Ir. W .ALSH of l\·Iontana. That is not really the matte1· to 
which I have desired to direct the attention of the Senator. 
Of course the Senator must expect that in this body there 

' will be soine opposition to the measme, and anyone opposing 
the measure· in this body may immediately arise and assert, 
and he mu t be sustained, that this body has no jurisdiction 
whatever over the Slibj.ect, and we can not get consideration 
for the measure at all in this bedy. So I suggest, in the in­
terest of expedition, that the Senator consider- whether -the bill 
is really a measure for raising revenue. · 

l\Ir. Sl\IOOT. It does not raise revenue. The bill is to 
amend the ad that is recited in the title of the bill. 
· 1\Ir. W .ALSH of· Mcntana. If that is the case, then there is 
no use in this body doing anything at all about it. Indeed, we 
can. not do anything about it until the House of Representa­
tives acts. My own opinion a_bout the matter is that the 
Senator is in error on that point. 'l'he- Constitution provid-es 
that bills for rai ing revenue shall originate in the House of 
Rer>resentative . 'Ve do not propose to raise anJ{ revenue; we 
propose to preYent re\enue from. bei:ngl raise<;t; .and ther~fore 
my own opinion about th"E! matter 1s that the bill IS not a bill of 
which the House of Representatives has original and exclusive 
jurisdiction. But I suggest to the Senator that the form in which 
the· bill is prepared lends much strength to the argument that it 
is such, and accordingly that this boHy bas no jurisdiction. 

::\[r. SMOOT. That question will be discusseS. if it is decided 
to bring the bill before the Senate for action before action is­
taken in the House. I ratheP agree, and have stated so in 
the Committee on Finance, that tbe position just taken by the­
Senator from l\lontana is the correct one, and it will be dis­
cussed, and I shall take the- same pos-ition as the Senator if 
the question is raised. I do not want to have· any feeling 
between the Sanate and the House, and therefore I have asked 
for the conference to which I have referred. That confel'ence 
will take place to-day. The Senator, I think, has the· same idea 
that I have. in relation to the_ necessity for the legislation. 

l\lr. W A.LSH of .1\:lolltaDa. I suggest to the Senator that if 
he introduce a biU embracing just the lr..st two lines of his bill, 
namely, ';..the importation of wool, manufactures of wool, wool 
waste , and wool on the pelt :u·e hereby prohibited," that is ·all 
he needs. If be will refer that bill to some committee other 
than the Committee on Finance this body mjght then, it seems 
to me, appropriately proceed to consider it. If we find, then, 
any differences arise between the-- House and the Senate those 
could be very readily adjusted and the Senator could go on 
with the consideration of the matter in this body. But it 
occuTs to me that we will not be permitted to take a step under 
the bill intredllced by the Senator as it stands now. 

Jllr. SMOOT. I think otherwise. I think that if we get this 
legi lation enacted into law we must not antagonize the House, 
and therefore I am going to take e:ve:r:y precaution that I can 
to see that there is no difference between the two bodies. 

l\lr. WALSH of·l\Iontana. That is my purpose, and I suggest 
to the Senator that he is precipitating it by this course. 

Mr. SMOOT. I think the suggestion of the Senator would 
meet the same objection that the bill I have introduced has met 
The bill which I have introduced simp-ly covers the situation 
and explains in detail just what the legislation is." 

The commissio~ proceeding with its work, immediately en­
coUJ,ltered the embarrassing fact that· the United States was 
not in any manner represented. Obviously no plan for a re- 1 

duction of armaments could receive- the approval of the other . 
great powers of the earth lmless the United States joinoo in the 
plan, a consummation to be wished but not likely to be reached 
unless it should participate in the formulation of the plan; 
and, the situation being presented to the council, an invitation ! 
was sent by it to the Government of the United States to send , 
a representatiYe to sit with the commission thus created by the 
council when it should- consider such, snell representative to act 
in a consultati\e capacity. 

To this invitation the President of the United States sent a 
letter declining, in the course of which he said : 

The President of the United States is- deeply interested ih tltis 
question and is most desirous of cooperating to tbis end. but as the 
Government of the nited States is nat a member of the league he 
does not feel justified in avpointing a. commission to take even a de facto 
participation in- the deliberations of the- council or of the commis ion. 
acting on behalf of.. the council in the execution of provisions in th~ 
covenant of the League of Nations. 

That appears to · me to be an utterly inadequate reason fox 
not sending a representative from this country to engage in 
this great work. To me it appears to be a matter of entire in­
differenee in connection with the effort thus inaugurated, 
whethe!" we are or are not members of' the League of Nations. 
The great powers- other than the united nations are engaged in 

·What appears to be a bona fide effort to bring: about a reduction 
of armaments. I can see no reason JVhY we should not par-
ticipate in that eft'ort. · · 

I feel not only that the position taken is utterly inadequate to 
justify a determination· not to participate, but that it will be 
regarded by the world as so inadequate and indef~nsible that 
the conclusion will naturally be indulged that we declined for 
so.me reason other than that which is thus stated, and it is 
an easy step from that to the conclusion that we do not de ire 
to participate in the movement beeause we are oppose6 to any 
plan for a general reduction of armaments, and from that to 
the conclusion that we aTe opposed to any reduction in arma­
ments because we have imperialistic designs, calculated to ex 
cite suspicion in the minds of the people of many of· the nations 
of the earth. That, to my mind, would be an utterly unjust 
and lmfounded suspicion. I know the peopl"E!- of the United 
States harbor no such purposes, and I am entirely convinced 
that they have never reeed"E!d fuom the position which they have 
long maintained~ that there ought to be· a general plan anived 
at by all the great powers for a reduction of armaments. 

l\1r; President, we are advised that the estimates for the 
Army and NavJ{ of the United States for the current year mouru: 
to the almost in.conceivable sum of a billion and a half dolln.rs. 
If there were no other reason, th~ condition of the world at the 
present time would give force to the suggestion that a reduction 
ought to be accomplished in ordeT to relieve the labor of the 
world from the ever-mounting cost of armaments. 

The· position of the United States upen this subject has often 
been expressed. I refer to the last formaL expression, founu in 
the Naval . appropriation act of 1916, from which I read as 
follows: 

It is hereby declared to be the policy of the United States to adjust • 
and settle its international disputes through mediation or arbitratioll', 
to the end that war mRy be honorably avoided. It looks with appre­
hension and disfavor upon a gen~ral increase of armament throughout 
the world. but it realizes.. that no single nation can disarm, and that 
without a. common agreement upon the subject every considerable 
power must maintain a relative standing in military strength. 

In view of the premises, the President is authorized and requested 
to in\ite. at au appropriate time. not later than the close of the war 
in Europe, all the great Governments of the world to send representa­
tives to a conference which shall be charged with the duty of formUr 
lating a plan for a court of arbitration or other tribunal, to wbich 
disputed qtrestions between nations shall be referred for adjudication 
and peaceful settlement, and to considet th.e question of disa~mamem 
and submit their recommendation to their respective Governments for 
approval. The President is hereby authori'zed to appoint nine citizens 
of the United States, who, in his judgment, shall be qualified for the 
mission by eminence in the law and• by devotion to the cause ot: peace, 
to be representatives of the United States in such a conference. The 
President shall fix the compensation of said representatives, and such 
secretaries and other employ-ees ru; may be needed. Two hundred 
thousand dollars, or so much thereof as may be necessary, is hereby 
appropriated and set aside and placed at the disposal of the Pre Went 
to carry into effect the provisions of tbis paragraph. 
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l\Ir. President, I can very readily under tnnd how, in view ot 

event that have transpired ithin the past year and a h~~ 
the Presi<lent of the United States should have made such a 
reply. I dare say tb.at if he had sent a representative in ac­
COI'dance with the courteous invitation extended by the council 
of the league, it would be charged upon many hands that it was 
another effort upon his part to force us into the League of Na­
tions and that he -was, despite what has transpired, actually 
participating in its deliberations. I undertake to say that if 
the great powers of the earth had, without reference to the 
council, ext-ended an invitation to tlle United States to send n 
repre entative to meet representative ent by them for the 
purpose of considering a reduction in armaments, no one would 
be heard to urge that such an invitation should be declined. 
What is the difference if they choose to send the invitation 
through the council of the League of Nations, they to be repre­
sented by their delegates to the council rather than by repre­
sentatives selected for that specific work? 

But, Mr. President, the Senate of the United States, as I 
conceive it, has a duty in this matter as well as the President 
of the United States. This body is a necessary and integral 
part of the treaty-making power. We can not fail, as it seems 
to me, to take cognizance of this invitation extended to the 
Government of the United States to participate in this effort to 
accomplish a reduction in armaments. 

Accordingly, I offer the resolution which I send to the desk, 
and ask that it be read. 

The VICE PRESIDENT. The resolution will be read. 
The resolution ( S. Res. 398) was read, as follows: 

Whereas pur~>nant to article 8 of the covenant of the League of ~a­
tiona, wherein it is recited that "the members of the league recogniZe 
that the maintenance or peaca requires the reduction of national 
armaments to t'he lo-west point consistent with national safety and 
the enforcement by co!lllllon action of international obligations,'' the 
council of the league has appointed a commission with authority ~o 
formulate plans for such reduction, to be, when approved by the sa1d 
council, submitted for the consideration and action of the several 
Governments ; and -

Whereas it is reported that the said comml sion labors under some em­
barrassment in its work by reason of the fact that the United States 
is not represented either on the said commission or the said council; 
and 

Wl:.ereas the people of tbP. United States have long hoped for some inter­
national agreement for tbe redaction of armaments, not only to pre­
erve peace but that the labor of the wOTld may not be unnecessarily 

burdened with the ever-mounting cost of maintaining armed forces 
in acc<n"dance with th& policy of the powers in the past ; and 

Whereas the said council of the League of Nations has addressed to the 
President of the United States a communication inviting it to desig­
nnte a representative to sit with such commission in a consultative 
capacity during the study by the commission of the question of the 
reduction of a.rmaments: Now, therefore, be it 
Resolved, That the President be and he hereby is, 1equested to express 

to the co&ncil of the League of Nations the earnest desire of the Gov­
ernment of the United States to cooperate with the commission so by 
the said council appointed und with the said council in the formulation 
of plans looking to a general reduction of armaments, for submission 
to the several Governments for their consideration and action, and that 
he be, and he hereby is. further requested promptly to designate, wlth 
due authority, such representativ~. 

l\Ir. WALSH of l\lontana. Mr. President, just one word 
touching the second request of the resolution, namely, that a 
representative be designated by the President to participate in 
the discussions as requested. I should like very much, indeed, 
if favorable action is taken on the resolution, to have it so ar­
ranged that the nomination by the President sh<YU.ld .be sent to 
the Senate for confirmation. I am not sure that that can be 
accomplished, although I dare ay it can, and I want to suggest 
the means by which it can be done. 

1\Ir. LODGE. l\1r. President, this seems to be a resolution of 
very great importance, and I think it ought to go to the Com­
mittee on Foreign Relations. 

1\fr. WALSH of Montana. It was my purpose, of course, to 
ask that it go there. 

Mr. LODGE. I beg pardon ; I did not 1..-now that that was 
the purpose of the Senator. 

1\fr. WALSH of Montana. The Constitution gives to the 
President of the United States power to make treaties by and 
with -the advice and consent of the Sen te. Our practice is that 
the initial negotiations are with him. He may conduct them 
in per on or he may designate some representative to act for 
him. The discussions to be entered upon would be in the 
nature of negotiations for a treaty, and I think it is under­
stood by the world now that no agreement of the kind proposed 
can be entered into by the United States only upon the advice 

, and consent of the Senate, two-thirds of its members concurring. 
It has been the practice for the President to designate, without 
the concurrence of the Senate, negotiators of treaties. That 
practice was followed in the negotiation of the treaty of Ghent. 
It 'vas challenged at the time, but the -ralidity of tile exercise 
of such power by the President I believe has never since been 
seriously questioned. 

Not-withstanding that, Mr. President, in the particular· cir­
cumstances which confront us, I should like to haYe the mat­
ter considered carefully by both Houses of Congress, and to 
see taken the judgment of both on the proposition as to -n·hether 
we ought not to meet in the most hospitable spirit any proffer 
coming from any responsible quarter of an opportunity to join 
in arranging a plan for the reduction of armament . 

The expression to be desired might be accomplished by a bill 
providing for the appointment of negotiators, substantially like 
the provisions of the act of 1916, to -which I have adverted. 
If the suggestion is deemed by the Committee on Foreign Re­
lations to be of any value, its recommendation can be made ac­
cordingly. That is, I desire primarily to test the temper of l.Joth 
Houses of Congress with respect to disarmament-essential, I 
believe, to the salvation industrially of the world. 

JUr. BORAH. Do · I understand that this is a joirit resolu­
tion? 

l\lr. "\\ .ALSH of l\fontana. No; it is a Senate resolution. I 
ask that it be referred to the Committee on Foreign Relations; 
I also ask that the invitation extended by the council of the 
league _ and the reply of the President of the United States 
thereto be printed in the RECORD. 

The VICE PRESIDENT. Without objection, it is so ordE-red. 
The matter referred to is as follows: 

[From the Washington Herald, December 6, 1920.] 
UNITED STATES '' COXSULTA.-T " IXYITED OX LEAGGE's WAR BOARD-­

STATE DEPARTMENT UNDECIDED OX ACCEPTIXG GE_ EYA PROFrKR TO 
SE.\T AlllEBICAN ON M.ILITARi COlii:\IISSIOX. 

The League of Nations at Geneva llas transmitted to the State 
Department an official invitation to name American representatives to 
~tin a. ·: co_nsnltative" capacity on the permanent military, naval, anu 
air commiSSion of the league. 

It was announced at the State Department last night that the Gov­
ernment had not as yet made up its mind what its eventual attitude 
toward the proposal would be. A high authority in the department 
expres ~d tbe opinion that as the United States is noi: a mE:>.mber of ttle 
league It was hardly .likely to avail itself of an opportunity to .partici­
pate even "eonsultatively" in a league commission. 
Th~ co.::nmunicaticn telegr!lphed by M. Hymans, presiuent of the 

COUnCll, reads : 
"~'he c9uncil of the League of Nations, acting on a unanimous rec­

ommc..-'lldabon of the permanent military, naval. and air commission of 
the league, passed at its meeting in Geneva on November 25 invites the 
Government of the United States to name representatives to sit on that 
commission in a consultative capacity during the study by the commis­
sion of the question of the reduction of armaments, a study which the 
council has requested the commission to undertake forthwith. 

"The permanent advisory commission was constituted by the council 
of the league at its meeting in Rome last May and held its first session 
at San Sebastian in August. The commission is at present composed of 
military, na~al, and aerial officers of States represented on the council 
of the league. Its decisions are purely advisory and not in any sense 
binding, but they represent the common technical judgment of the ex­
perts of many countries. 

"lt would, of course, be perfectly understood that the presence oe 
the repr<'Sentatives of the United States would in no way commit the 
American Government to whatever opinions may be finally put forward 
in the report of the commission. Nor indeed can that report itseH be 
more than a basis for the consideration by the members of the league 
of the measures of reductions in armaments which united action may 
enable them to achieve. Nevertheless, •just as in the case of the 
financi:ll conference at Brussels the presence of an American representa­
tive, whose function was only that of giving and receiving informa­
tion, was an important factor in the success of the work of the con­
ference, so it can not be doubted that the general consideration of the 
subject of the reduction of armaments will be greatly facilitated if the 
Government of the United States can see its way to be represented in a 
similat· manner at the meetings of the permanent advisory commission. 

"The problem is one to which public opinion in all countries at­
taches the highest importance. 

"It is unnl:"cessar.v to point out that the reduction of armaments is 
essential for the well-being of the world and that unless some mea.snres • 
of relief can be found by international cooperation for the exces ive · 
~axatio~ due to armaments the general economic situation must become 
mcreasmgly worse. 

"The council in extending this invitation can not but hope that the 
Government of the United States, par·ticulat·ly in view of the attitude 
o.f America toward the question of the competition in armaments will 
not refuse to associate itself with the Government of the members of 
the lE:>ague in beginning the preliminary work necessar:v for ultimate 
success and to lend to the present effort an assistance w"hich can in no 
way encroach upon its own perfect liberty of action." 

WILSON DECLIKES LEAGUE I~"VITATION-TELLS COUNCIL EUJ DOESN'T 
FEEL JUSTIFIED IN N..illliNG DISABliAMEST E3YOYS-BARllED :BY NON­
ME!\IBERSHIP-PRESIDENT DECLARES UNITED ~TATES Is IX SYMPATHY 
WITH PLA. · s OF .COMMISSION. 

[By the Associated Press.] 
President Wilson yesterday declined the invitation of the League of 

Nations to send delegates to take part in the di cussions of the dis­
armament conunission. 

The President inforn1ed the League of Nations connell that inasmuch 
as the United State-s was not a member of the league he did not feel 
juS'ttfied in appointing a commission "to take even a de facto partici­
pation." 
wi~be~m~n~l~~ ~~~t~orfJ'df:i:"~!~een~esident declares, is in sympathy 

SENDS REPLY TO HYMANS. 

The reply was tran mitted yesterday through the State Department 
to Paul Ilymans, president of the council. lt follows: 

•• I have the honor to acknowledge the receipt of your cablegram of 
December 1 inviting the Government of the United States to name 
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representatives to sit with the military, naval, and air commissions of 
the league in a consultative capacity during the discussion by the com­
mission on the reduction of armaments, the consideration of which is 
to be und('rtaken by it forthwith at the request and on behalf of the 
council. 

ADMITS A DEEP INTEREST. 

" The Government of the United States is most sympathetic with any 
sincere effort to evolve a constructive plan for disarmament, which is 
necessary for the economic rehabilitation, peace, and stability .of the 
world. The President of the United States is deeply interested m this 
question and is most desirous of cooperating to this end, but as the 
Government of the United States is not a member of the league he does 
not feel justified in appointing a commission to take even a de _fa~to 
participation in the deliberations of the coun~il or of th~ .com~ISSion 
acting on behalf of the council In the executiOn of provisiOns m the 
covenant of the League of Nations." 

The VICE PRESIDENT (at 12 o'clock and 45 minutes p. m.). 
The morning business is closed. 

FINANCING OF AGRICULTURAL OPERATIONS. 

Mr. GRONNA. On .yesterday, before adjournment, the -qn­
finished busines , Senate bill 3944, was laid before the Senate, 
with the understanding that the War Finance Corporation joint 
resolution should be taken up. I therefore ask that the un­
finished business be laid aside temporarily so that Senate joint 
resolution 212 may be taken up for consideration. 

There being no objection, the Senate, as in Committee of the 
Whole, -resumed the consideration of the joint resolution ( S. J. 
Res. 212) directing the \V ar Finance Corporation and the 
Federal Reserve Board to take certain action for the relief of 
the present depression in the agricultural sections of the country. 

Mr. SMOOT. Mr. President, I have not had time to discuss 
this joint resolution with the chairman of the committee, and 
I am going to take just a few minutes of the Senate's time to 
call his attention to section 2 of the joint resolution. 

I can not conceive why section 2 is in this joint resolution, 
and there are certain expressions in it which I know it is im­
possible to interpret. I can not see why the Senate should 
undertake to direct the Federal Reserve Board, by language 
which no one can understand and will not tend to secure the 
object the Senator introducing the joint resolution had in mind. 
For instance, it says, "That the Federal Re erve Board is 
hereby directed to take such action as may be necessary." 

That is a broad expression, Mr. -President; who knows what 
will be necessary ; and I do not know of any direction in the 
past by Congress to any agency of the Government couched 
in such words. 

Then it proceeds to say : 
To perlnit the member banks of the Federal Reserve System, in 

accordance with law and consistent with sound banking. 
Another very strange expression to be enacted into law. 
Following that it says, "by permitting the rediscounting of 

such notes of extension at the lowest possible rate of interest." 
If that were interpreted by the Federal Reserve Board literally, 
it would be 1 per cent or less. Section 2, it seems to me, will 
not clarify things, but will bring into the law expressions which 
it will be impossible for members of the board to follow. 

I can not see any reason for section 2 to reach just what 
the committee has in view; that is, to revive the War Finance 
Corporation. If it is revived, then the act creating the cor­
poration will be in force, and that provides just what the cor­
poration can do. 

Mr. BORAH. Mr. President--
Mr. GRONNA. If the Senator from- Idaho will pardon me 

· a mome:nt, the Senator from Utali has failed to read that por­
tion of the paragraph which is vital, and that is the language, 
"in accordance with law and consistent with sonnd banking." 

l\lr. SMOOT: I read that. 
Mr. GRONNA. Can the Senator imagine any language more 

definite than that particular language? 
Mr. SMOOT. Yes. If the Senator had said, "in accordance 

with law" and left out the words "and consistent with sound 
banking," it would ha\e been understood by all. What is 
deemed "consistent with sound banking"? 

1\lr. BORAH. That is the question I wanted to ask. 
Mr. SMOOT. One man may say one thing, another man may 

say ~mother, and I do not see how we can direct the FP.deral 
Reserve Board to proceed in a way that will be "consistent 
with sound banking." 

What we ought to do, if we are going to direct them to do 
anvthing, is to say positively what we want them to do; and 
I think that "in accordance with law" is sufficient, because 
I do not believe they have any right, nor should they have, 
to proceed in any other way than in accordance with law. 
\Vhen thls corporation is revived, then the act creating the 
·war Finance Corporation will be in force again, and they will 
operate under that law. I think that is all the Senator wants. 

l\1r. GTIONNA. Mr. President, so far as I am personally con­
cerned, I can assure the Senatot· from Utah that it would be 

very satisfactory to me to strike out the language " consistent 
with sound banking," if the Senator from Utah is satisfied 
with the language, "in accordance with law." I shall not now 
take the time of the Senate or speak further in the Senator's 

' time, but I had assumed that any ·man who had had anything 
whatever to do with banking would at all times know what 
" sound banking " means. 

1\fr. Sl\fOOT. There are men appointed on boards and com· 
missions in the departments who never before in their lives 
followed the business which they are appointed to handle. I 
do not believe that any man ought to use his judgment as to 
what sound banking might be, if it conflicts in any way with 
the law. · 

Mr. GRONNA. There can be many theories, but there can be 
only one practice or method of sound banking, and no one 
knows that better than the Senator from Utah. 

lllr. SMOOT. Then, lllr. President, it seems to me that the 
only thing to do is to strike out section 2. Perhaps it will 
shorten this discussion, as far as I run concerned, if the Senator 
will really tell me why section 2 is in this joint re olution. 
What is the object of it? 

l\fr. GRONNA. The object of section 2 is this: That the com­
mittee recognized, as every Senator will recognize, that some 
of this relief must come with the cooperation of the Federal 
Reserve Board. 

l\1r. SMOOT. They can only do it under the law. 
Mr. GROJ\TNA. If the Senator will permit me. a careful 

reading of the War Finance Corporation act will show that it 
is exactly in compliance with the law. The Senator will upon 
reflection see that it is nowhere in opposition to or in violation 
of the provisions of the War Finance Corporation act. 

Mr. SMOOT. If section 2 becomes a law, can the Federal 
Reserve Board do more than they can now do under the law? 

l\f~. GRONNA. It is more of a suggestion. As the Senator 
from Georgia [l\fr. SMITH] so well said yesterday, the fir ·t sec­
tion is absolutely mandatory. Section 2 is a very helpful sug. 
gestion--

1\Ir. SMOOT. I am not criticizing section 1. 
Mr. GRONNA. Because every business man knows that 

much valuable relief can be given through the Federal Reserve 
Board cooperating with the War Finance Corporation. Nobody 
1..-:nows that better than the Senator from Utah. 

Mr. Sl\fOOT. I expect,- lllr. President, that both those 
agencies will act along the_ line that is provided by the la \VS 

which are upon the statute books. All the Senator wants to 
do is to revive the War Finance Corporation. 

l\fr. GRONNA. That is one of the objects. 
1\fr. SMOOT. If the Senator desires to do more tllan that, 

then this joint resolution is not sufficient. When the War 
Finance ·corporation is revived, then it finds its power in the 
act approved April 5, 1918, by which the corporation wa~ 
created. In this joint resolution we are not giving them any 
more power. 

l\lr. GRONNA. No. 
Mr. SMOOT. There is nothing here that is giving more power 

to tbe Federal Reserve Board than they have under existing 
law. Therefore it seems to me that what the Senator wants to 
do is to revive the War Finance Corporation, and not say any­
thing about the Federal B.eserve Board, unless you want to 
amend the act creating it. 

Mr. GRONNA. It is not the intention of the committee, so 
far as I know, to make any amendment to that law, nor do the 
provisions of this joint resolution amend the law in any respect, 
neither the original law nor the amendment which was enacted 
on March _3, 1919, which of course extended the jurisdiction of 
the War Finance Corporation to do business with foreiun na­
tions, as the Senator well knows. I have not had the time to 
confer with the other members of the committee, but so fa1· 
as I am personally concerned I have no objection to striking 
out the language "and consistent with sound banking." How­
ever, I do insist that section 2 is material and important, and I 
would not be willing to strike it out. 

Mr. SMOOT. ·wen, Mr. President, I shall certainly offer an 
amendment to strike out section 2 of the joint resolution when 
the time comes. I do not think for a moment that when the 
attention of Senators is ca11ed to it they will in ist upon sec· 
tion 2 remaining in the bill. 

Mr. S~HTH of South Carolina. If the Senator will allow 
me, I t"hink the main object of this section is to call the atten­
tion of the Federal B.eserve Board to the high rate of redis­
count ubtaining now, and to the necessity, as a great many see 
it, of lowering the rate of rediscount on this class of paper, 
under the power which they have under the law. ·It is not 
without precedent that that is sought to be done, because in 
1914 and 1915 the Federal Reserve Board gave a preferer.tial 
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rate tb agricultural paper. It did it for the benefit of the 
country, and it resulted in benefit to the country. 

l\fr. SMOOT. It was done under the existing law. 
l\11'. SMITH of South Carolina. It was done under· the exist­

ing law. I think myself that perhaps the language "in accord­
ance with law and com:.istent with sound banking" might be 
left out, and, going right to the heart of the matter, which is to 
gi\e a preferential rate to agricultural paper, the section should 
read, just leavin~ out any reference to sound banking prtnciples 
or "in accordance with law," as follows: 

That the Federal Reserve Board is hereby directed to take such action 
as may be necessary to permit the member banks of the Federal Reserve 
System to grant liberal extensions of credit to the farmers of the coun­
try upon the security of the agricultural products now. held by them, by 
permitting the rediscounting of such notes of e:rtens10n at the lowest 
possible rate of interest. 

The Senator must remember that the rate of rediscount now 
is 6 per cent, and in North Carolina the usury rate is 6 per 
o~t. so that a bank in North Carolina could not redis­
count a dollar at Richmond. According to the Comptroller of 
the Currency the resources of the banks of the country are $53,-
000,000,000. We all know that there is money enough in this 
country and brains enough in this country to bridge the chasm 
between us and the nations of Europe,· who need our commodi­
ties, and to get the securities that would be necessary to move 
our products from this country abroad; but the man who bas 
the products is the man who has not the organization and the 
capital to relieve the situation, and the man who has not got 
them generally wants them to go down. That is the situation, 
ancl that i what we are trying to obviate now. 

Mr.- Sl\IOOT. If that is the object of section 2, why not 
express it so that e\eryone will unde~.·stand ·it? Section 2 does 
not say that at all. If that is what we want to do, we ought 
to amend the law and say that the rate of interest shall not be 
abo\e a certain percentag~. 

Mr. Sl\liTR of South Carolina. If the Senator will allow me 
to make a further observation, the law allows them now to use 
discretion in their rates of interest on certain classes of paper. 
Why, even the merchant dealing in· the wool of the West and 
the cattle of the West and the cotton of the·South is absolutely 
or practically without a market, not because there is not a 
potential demand, but becam~e everybody has lost faith, because 
the word went out, " Deflate, deflate," ·and certain loans were 
called; and the intricate rehtions of all the business of this 
country are such that you can not ntaliy affect one without 
affecting every one-. When you began to knock your ninepins 
down they all went down. · 

\Vhy sllould we not say' directly that it is the judgment of 
Congress that we should extend a preferential rate to the funda­
mental business upon which this· country rests-agriculture? 

Mr. Sl\IOOT. The law now gives that ritht, and if we are 
going to change it let us say what we want them to do and not 
infer by language that they can act in any way they want to. 
The law now gives them the right to make different rates. 

Mr. SMITH of South Carolina. The law now is for the War 
,Finance Corporation to operate, but it is not operating, and we 
are directing it to operate. 

Mr. SMOOT. You are rehabilitating that, and there is a 
question about its power to function. 

1\Ir. SMITH of South Carolina. It is still the law. 
Mr. S:.\IOOT. There is a question about that. There is no 

need of going into that, because I think the Senate is pretty. 
well convinced of the need for the rehabilitation of that cor­
poration; but section 2 is an entirely different proposition. It 
h:!s been stated upon the floor of the. Senate that as a result of 
se<:-tion 1 and the rehabilitation of the War Finance Corporation 
the corporation will not sell more bonds. If they are not going 
to sell more bonds nothing will come- from the passage of this 
resolution. The War Finance Corporation will go into the 
market immediately and sell their bonds, and that is what we all 
understand they will do. 

1\lr. SMITH. of South Carolina. If the Senator will .allow 
me again, I do not know that the second section ~s so vital if 
the other functions according to its purpose and intent. But I 
do know that the rate of rediscount on commercial paper in this 
country now was raised to a point where it is for the expres-s 
purpose of contracting the currency. Now that, in conjunction 
with the widespread propaganda, was the expressed policy of 
our Federal Reserve officials, that we must deflate, _but perhaps 
they got the terms" deflation" and" expansion" mixed in their 
minds. However, whatever was their purpose they have ac­
complished it-there is no doubt about that-to the bankruptcy 
of the country. 

''e thought one of the elements that had entered in was 
their lack of inspiring confidence along certain fundamental 
lines, namely, the agricultural interests, and in expressing a 

preferential rate toward them and toward certain other things 
that might not· be as necessary we would not only render real 
material aid but inspire confidence, the Government recogniz· 
ing the fact that the agricultural interests of this country were 
the bedrock . upon which everything rests, and that the pros~ 
perity of· agriculture m~ans our prosperity and its ruin our 
ruin. That is the object, I think, of section 2. 

Mr. SMOOT. No matter how much I may desi.re to see sec­
tion 1 passed, I do not want to make any statement upon the 
floor of the Senate that would not be justified. We- have beard 
muc about the deflation of currency. We ha\e had no defla· 
tion of currency to the present time. 

Mr. BORAH. May I ask the Senator from Utah a question 
for my own enlightenment? I know the Senator has given a 
great deal of consideration to this subject. I find from some 
figures which have been furnished me that New York City banks 
have on deposit from country banks at this time $1,021,211,022. 
That is money drawn from the country which ought to be out 
doing the service of the country. Does the Senator know of any. 
method under the present law by which that condition of 
affairs could be remedied? 

1)1r. SMOOT. I will say to the Senator from Idaho that the 
law of each State reql.lires that its banks shall have a certain 
percentage of their deposits on hand. No bank keeps the full 
percentage in its vault. Such banks deposit a part of their 
reserves in the New York banks and receive from 2 to 2! per 
cent on their daily balances. The interest received is one reason 
they keep it there. Not _ only that, they keep credits in New 
York banks in· order that they may issue drafts to their cus~ 
tomers to pay their debts for eastern purchases and carry on all 
sorts of transa:ctions that occur in · all parts of the country. A 
New York draft is taken in San Francisco; it is taken in Kan~ 
sas City; it · is taken in Chicago; it is taken everywhere; and 
nearly eve1-y bank in the United States of any size keeps an 
account with the New York banks and receives 2 to '2! per 
cent on their daily balances. That is one reason the moneyi 
is held in New York, I will say to the Senator. If they had 
this money now in the banks in New York out in their own vaults, 
they could not lend any more of it than they are lending now, 
because of the very fact that the law requires that they shall 
keep a certain percentage of their deposits on hand. 

1\Ir. BORAH. Does the Senator contend· that the law re­
quires that they shall keep this amount on hand? 

lli. SMOOT. The amount that is named, and a great deal 
more, in my opinion, I will say to the Senator. I do not think 
there is a bank now in the United States that has very much 
more on hand than the law requires. They are loaned down 
as low as at any time in the histo1-y of the country. · 

Mr. GLASS. Mr. President, I think I must have misunder­
stood the Senator from Utah if he contends that there is any 
law, National or State, that compels any bank to keep a balance 
in any correspondent bank in New York City. 

l\Ir. Sl\fOOT. I never made such a statement. 
Mr. GLASS. The Senator from Idaho asked why the money 

was in New York. 
l\fr. Sl\IOOT. And I told the. Senator why it was in New 

York. 
1\fr. GLASS. I do not think the Senator from Utah was 

exactly accurate in his statement. 
Mr. SMOOT. What did the Senator from Utah say? 
Mr. GLASS: Perhaps I did not hear the Senator full$'. 
Mr. SMOOT. I think the Senator from Virginia did not 

understand what the Senator from Utah said. 
~1r. BORAH. What r would like to know from some one who 

knows is why all this money is congested in New York City, 
where, we are informed, they are using it in large measure 
for purely speculative purposes and dealing in a class of se­
curities w.hich does not help the country in a crisis like this. 
This money seems to be used largelY' fo:r loans on call at a 
very high rate of interest and for a class of business which 
serves the country in times like these very little indeed. 

Mr. GLASS. I understood the answer of the Senator from 
Utah to be that it was drawn there by the payment of a low 
rate of interest on deposits. As a matter of fact it is drawn 
there to be loaned out as call money at a \ery high rate ·of 
interest. 

l\fr. SMOOT. This is what the Senator from Utah said, and 
the Senator from Utah knows what he is talking about--

Mr. GLASS. I do not deny that at all. Perhaps I did not 
understand the Senator from Utah aright. 

I\Ir. SMOOT. This is what the Senator from Utah said. 
The Senator from Utah said that most of the banks in the 
intermountain country, in the West, and in the Mfddle West 
as well, maintain an account in the banks in New York City 
and the amount that is· deposited in New York is a part of the 
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percentage of their deposits that is necessary to keep on hand. 
The rea ons why banks deposit money in New York are twofold. 
One is that they must ha\e funds in New York to issue drafts 
aua:nst the same to their customers to meet tl).eir customers' 
obligations and--

:Mr. GLASS. For which there is no use at all under the 
Federal Reserve System, and the money kept in New York by 
the country banks is not there as a part of the legal require­
ments of the money on hand. 'l'hat was all changed by the 
Federal reserve act. The money required to be kept on hand 
and deposited is kept with the Federal reserve banks and not 
with the New York bapks or any other, banks except the Fed-
eral reserve banks. -

Mr. SMOOT. I know what we do in our banks. I know we 
count it as a part of the reserve; and I know other banks do it, 
so there is no need of discussing it. 

Mr. GLASS. They have no right to count it. 
Mr. SMOOT. I know they count it as a part of their reserve. 
:Mr. GLASS. They are not permitted under the law to count 

• deposits with correspondent banks as a part of .their reserve. 
Mr. SMOOT. Not for the Federal reserve bank, but they are 

permitted to do so as . to the amount of money on deposit that 
the States .by law require, and I said that was under the State 
law, and the Senator from Idaho [Mr. BoRAH] will sustain me 
in tha"t statement. 

Mr. GLASS. The Senator may be correct. 
Mr. McLEAN. May I ask the Senator from Idaho [Mr. 

BoRAH] if this statement which he has just read referred to the 
Federal reserve banks and member banks or all of the banks of 
the country? 

Mr. BORAH. This is given to me as the amount of money on 
deposit in New York City banks by the country banks. 
. Mr. McLEAN. Very likely the 20,000 banks tha:t are not in 

- ~ system would account for a large portion of those deposits. 
Mr • .BORAH. In addition to that, the banks of eight of the 

large cities in the United States have on deposit in country 
banks $1,977,460,000. You see where the money of the country 
is. It is congested in these money centers, and the very object 
of the Federal Reserve System was to prevent that condition of 
affairs. The fact is that the Federal Re;:;erve System does not 
seem to be operating as it was intended to operate. It looks like 
there was undue influence in spme quarters. I trust I am in 
error but this is not a healthy condition of affairs. 

l\1/ McLEAN. So far as the Federal Reserve System is con­
cern,ed, I think the Senator will find that the reserves of the 
member banks are being deposited of course in the Federal 
reserve banks, and these reserves are kept there, and the east­
ern Federal reserve banks are now lending very largely to the 
southern and western banks, and there is no concentration of 
currency in New York. 

Mr. BORAH. I beg the Senator's pardon, but I have the 
loans also which accompany this proposition to the country 
banks, and it makes very little difference in the sum total of 
the figures. 

J\Ir. 1\IcLEA.l.~. According to Gov. Harding's statement be­
fore the Committee on Agriculture on this very ;matter, the 
southern and . western banks are now borrowing large sums 
from the eastern banks. The western banks are borrowing 
very largely from the eastern banks belonging to the Federal 
Reserve System. That was Gov. Harding's testimony. 

While I am on my feet I want to say to the chairman of the 
Committee on Agriculture and Forestry that section 2 of this 
joint resolution is absurd, in my opinion. 

Mr. SMOOT. It is perfectly absurd. 
Mr. McLEAN. There is no question about that. It does not 

attempt to add one dollar to the reserves of the Federal reserve 
banks or of the memb~r banks. When we pass a law directing 
the Federal Reserve Board to do all that may be necessary tO" 
extend credits to the farmers at the lowest possible rate of in­
terest, we direct them to do what can not be done, unless we 
provide some way by which the reserves in those banks may be 
irrcreased. · 

l\fr. SMITH of South Carolina. If the Senator from Utah 
will allow me, I desire to ask the chairman of the Committee on 
Banh.'ing and Currency a question. In reference to the tre­
mendous loans, which appear on paper, to the agricultural dis­
tricts, South and West, East and North, I desire to ask, Has the 
Senator from Connecticut any way of ascertaining how much 
of these so-called loans are bond accounts, transferred to com­
mercial accounts and rated now, in contradiction of promises, 
as commercial accounts, when they are really loans for the pur­
·cha e of bonds? 

To illn trate, this occurred in my State: A man was ap­
proached by a banker an<l asked to buy a $1,000 bond. He 
replied, "I have only a $2,000 credit with your bank to run my 

farm, and if I take this $1,000 bond-and you say you will carry 
90 per cent of it-it will be charged against my commercial ac­
count." The banker said, " Oh, no; this loan will stand on its 
own bottom ; this bond will be a distinct loan and will take care 
of itself." When the sp"ring opened and the farmer went to 
open his account the rate of interest on the bond, in moneys 
that he might draw, was increased beyond the rate that the 
bond bore, and it was charged to his commercial account. That, 
I am informed by bankers, was universal all over this country. 
The volume of seeming loans to our agricultural interests con­
sists merely in the conversion of the indebtedness of the people 
who, buying beyond their means under the promise that the 
loans would be carried as special bond loans, find them now 
converted into commercial loans, which are charged against 
their commercial account, thereby stagnating everything. 

1\fr. 1\fcLEAN. 1\fr. President, if the Senator from Utah [1\.Ir. 
SuooT] will pardon me, the question of the Senator from South 
Carolina [1\Ir. SMITH1 is one which would have to be answered 
by the members of the Federal Reserve Board. Of course, 
whatever has been done, has been done according to law. The 
Senator from South Carolina does not dispute that. The pend­
ing joint resolution does not undertake to change the law. I 
might reply to the Senator from South Carolina by again quot­
ing Gov. Harding's testimony before the committee. He sai<l 
that there were cotton growers in the South who were try­
ing to get accommodation from the banks to hold cotton that 
was grown in 1917 in order to peg the price of that cotton until 
they could sell it for a profit. Probably that is one of the 
reasons why the members of the Federal Reserve Board haYe 
been trying to conserve the resources of the Federal Reserve 
System and to direct them to the accommodation of the legiti­
mate commercial needs of the country. 

Mr. Sl\fiTH of South Carolina. I will say to the Senator 
from Connecticut, if the Senator from Utah will permit me-

Mr. McLEAN. If the Senator wili pardon me one moment, 
I think this question is one which has to be faced in a 
courageous way. My sympathies are entirely with the pur­
poses of the joint resolution, but I am not in favor of enacting 
legislation which is purely deceptive. I think we had better 
tell the whole truth about the situation and not try to fool the 
farmers. If the chairman of the Committee on Agriculture 
and Forestry or the Senator from South Carolina can point 
out that section 2 of the joint resolution will provide a single 
additional dollar for the accommodation of farmers seekiug 
credit, I will withdraw my objection. That can not be done 
under the section. The officials are left to administer this 
section according to law, and it is absurd to direct them to do 
everything that is necessary to provide the farmers of the 
counb.·y with money at the lowest possible rate of intere t 
when we know it \'3 an impossibility. 

1\Ir. -SMITH of S"outll Carolina. Why is it an impo ibility? 
Mr. McLEAN. Because we have not the reserves. 
Mr. SMITH of South Carolina. The Comptroller of the 

Currency, in a public statement which I have in my pocket, 
which he issued some time in October, officially declared that 
there was enough gold reserve held by the Federal Reserve 
System to issue $2,000,000,000 more of circulating notes than 
were then outstanding, and that was in the midst of the 
deflation period. 

1\Ir. McLEAN. I want to tell the Senator that the reserYes 
in some of the Federal reserve banks are now below the legul 
requirement and that the average is close to the legal re­
quirement. 

Mr. SMITH of South Carolina. Yes; and if the deflation 
and destruction of prices ·go on-and we have changed the 
basis of our credit to where it is largely a commodity basis­
we shall not have any reserve in any of them. 

Mr. Sl\100T. Now, Mr. President--
Mr. POMERENE. Will the Senator allow me to make a sug­

gestion? 
Mr. SMOOT. Yes; I will yield to the Senator. 
Mr. POMERENE. I realize that the Federal Reserve Board 

bas had very serious difficulty in <letermining what shoul<l be 
the discount rate, and we mu t not forget while we are trying 
to serve a certain clientele that it is the course t11ey have 
taken which has kept our financial system safe, and which can 
differentiate it from some of the financial systems of Europe. 
Let me suggest to our friends who are seeking to serve certain 
localities-and I sympathize with them; I realize the difficulties 
under which they are laboring-that existing conditions do 
not affect the agricultural interests any more than they affect 
the manufach1ring or commercial interests. More than that, 
let me make the suggestion that it is not the rate of discount 
which the Federal reserve bank may decid€ to be the proper 
rate of discount that is going to conu·ol the rate of interest 
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which is charged to fueir customers by the banks of the several 
States. In the State of Ohio, for instance, the legal rate is 6 
per cent; tlle ·contractual rate may be 8 per cent; · in many of 
the States the legal rate is 10 per cent; and if we have a dis­
count rate of, let us say, 5 or 6 per cent, who is to. get the 
difference? Will the customer get it or will tlie local bank 
get it? 

Mr. SMITH of South Carolina. :Ur. President, if the Sena­
tor will allow me, I can state that in 1914 and 1915 and a part 
of 1916, I believe, a preferential rate _was given agricultural 
products, and that the banks themselves allowed a lower rate 
for the benefit of tlle farmers. .There may be some instances 
where that was not so. The Senator from Ohio knows that the 
higher the rediscount' rate necessarily the nearer will it be ~ to 
the legal rate in a given State; the margin between the two will 
grow smaller. . 

Mr. GLASS. Mr. President, . apr.opDs. of what - the -Senator 
from Ohio .has just said, the major provocative for -raising the 
rate of rediscount by the Federal. Reserve Board and· the Fed­
eral reserve banks was the fact that there were thousands of 
banks in this country located in the States in which the rate of 
interest was high which were almost subsisting by the profits 
they made out of rediscounts. They were getting money from 
the Federal reserve banks at 5, 5!, and 6 per cent and loaning 
it to their~ customers at 10 and 12 per cent. Thus the system 
placed a premium on rediscounting rather than responding to 
the commercial requirements of the country. 

Mr. Sl\fiTH of Georgia. Are not the national banks limited 
to 8 per cent in connection with the interest charge to their 
customers? 

Mr. GLASS. There is a considerable money-making profit 
in the difference between 5-i or 6 per cent and 8 per cent, if 
the volume of transactions be large enough. · 

l\Ir. SMOOT. · Mr. President, I do not know where I left off 
when I wa·s interrupted half an hour ago, but I was answering, 
I think, a question asked me by · the Senator from Idaho [Mr. 
BoRAH]. I had made the statement that the western banks 
lleld deposits in the banks of New York for the pm·pose of 
issuing drafts against their accounts and meeting the require­
ments of their customers in conneetion with· the purchase of 
goods in all parts of the United States. I know the Deseret 
National Bank, of Salt Lake City, a member bank, keeps a 
deposit in New York all the time. I know they have never 
loaned on time a single dollar of the money deposited in New 
York, and I know that they have never speculated in a com­
modity or stock from the time that they were organized up to 
the present dfly. They do, however, as I have said, keep a de­
posit in New York for the accommodation of their customers 
and to facilitate their own business . . They also draw interest 
upon their daily balance. 

1\Ir. GLASS. I hope the Senator did not understand me to 
deny that proposition. I said they are not legally obliged to 
keep deposits there. 

l\fr. SMOOT. Nor did I say that they were; I have never 
intimated such a thing. I said that they kept deposits there 
because they could draw 2 per cent or 2! per cent on their daily 
balances and because they desired deposits tllere for the 
accommodation of their customers. 

I know, Mr. President, that there has been a great deal of 
money made by the little banks by the rediscounting of paper, 
getting money from the Federal reserve bank in the district in 
which they are located and then lending the money just as the 
Senator from Ohio · [l\fr: P9MERENE] has said they have done; 
but there are many of the banks, I believe, that have not fol­
lowed that .practice. I know the bank in Provo, of which I am 
president, has never discounted a cent of paper from the day 
that it was organized down to the present time. It has never 
asked assistance of another bank, and I hope and trust that it 
never will be compelled to. 

However, what I desired to do was to call the attention of the 
Senate to the absurdity of section 2 of the joint resolution. I 
do not want the farmers of the country to think for a moment 
that section 2 places one dollar more at their command than is 
at their command to-day: Why is that section of the bill here? 
I think it would be better for the Senate of the United States 
to strike it out. Let us say what we want; that is, to rehabili­
tate the War Finance Corporation, and when it is rehabilitated 
to employ $500,000,000 of capital stock. Section 12 of the act 
creating the corporation gives them the powe·r of making loans, 
as I remember, to the extent of six times the amount of the 
capital stock, or $3,000,000,000. Let us not deceive ourselves. 
How much money are we going to advance and how are we 
going to get it? There is only one way to get it, and that is 
to sell bo~ds, as provided by the law. 

LX--14 

I am not saying this in oppesition to the -measure at all. If 
a Senator can show me what section 2 will do toward assisting 
the agricultural interests of the United States I will admit that 
I was' wrong. But there is nothing in it, Senators. 

Mr. SMITH of Georgia. Mr. President, I have suggested 
adding in the seventh line, after the word " agricultural," the 
words "and other products," so that it will read "the financing 
of the exportation of agricultural and other products." 

l\Ir. SMOOT. That is right. E\erybody must admit that 
that is right. Why should we direct an agency of the Govern· 
ment of the United States, organized for the purpose of assist· 
ing the exportation of all kinds of goods, that it shall from now: 
on grant assistance to one class? We want to be fair to our· 
selves. We want to do such things that at least the American 
people can point to us and say that we are using good judgment. 

Mr. SMITH of South Carolina. Mr. President, of course the 
chairman _of the Agricultural Committee i here, and other. 
members of the committee, but I want to say, in justification 
o:t-myself as a member of the committee and as one helping to 
report out this joint resolution, that it was the opinion of the 
committee as expressed in my bearing that the law was such 
that if the War Finance Corporation were rehabilitated they. 
already had power to look after these other industries ; but, on 
account of the fact that agriculture and cotton were suffering 
more than anything else by the very nature . of the case, since 
they are not organized and have no reserve capital like our cor­
porate interests in this country have, we just attempted to 
emphasize here the needs of agriculture,. though not to the 
detriment of the others. Of course the War Finance Corpora­
tion will operate for the aid of others, but we drew particular 
attention to the distressing condition of agriculture. 

Mr. SMOOT. Mr. President, I would have voted for section 1 
of the measure just as it is, because if the War Finance Corpont· 
tion is rehabilitated I know what it will undertak~ to do, but 
we are not going to get any more money from section 2, anu 
if we rehabilitate the War Finance Corporation with its $500,-
0QO,OOO .of capital, and section 12 of the law, authorizing the 
sale of bonds to six times that amount, or $3,000,000,000, that 
ought to take care not only of the agricultural interests of the 
country but of every other interest. I want to say that if we 
can not take care of the country on tha:t basis the country will 
not be taken care of, because more bonds than that can not he 
sold in this market. In fact, it would be an impossibility to 
place that amount. So why load down a measure with a pro­
vision that is so inconsistent, that means nothing to the indus­
tries of the country, and that means nothing to the farmer in 
the way of assistance? · 

I think it is the part of wisdom for the Senate to strike out 
that section, and I think the joint resolution would have a far 
better chance of passing in the other body, the House of Repre­
sentatives, if that were strfcken ·out, becam~e when it goes to 
the House it may be the means of ~olding it up for discussion 
for a -long, long time. ·what is wanted is immediate relief. 
Time is of the essence of this thing. There· is suffering at thls 
very moment, not only on the part of the producer, but on the 
part of the banks that are loaning and have loaned the producer 
money. 

It is impossible for the stock men of the West to borrow more 
money. How are they going to get feed· for their cattle this 
winter? How are they going to take their sheep from the 
summer range to the winter range, and provide for carrying 
them through the winter, unless they get immediate relief'? 
Senators, let us not put anything in this joint resolution that is 
going to take time by bringing on discussion. 

Mr. GRONNA. Mr. President, does . the Senator understand 
that the provisions of the War Finance Corporation act mean 
that that corporation can deal with anyone except banks-that 
it can deal with any individual in the way of furnishing him 
.money? . 

Mr. SMOOT. I have the act here, and I will read it. 
Mr. GRONNA. Is it not true that through. the general course 

of business the money will be placed with the banks? , 
Mr. SMOOT. - Why, Mr. PresidE.mt, of course anybody that 

gets a salary, or that borrows a dollar from any source, as a 
general thing deposits the money in a bank. 

Mr. GRONNA. I mean the transactions will be made through 
the banks. 

1\!r. SMOOT. Why, certainly; unquestionably. 
Mr. GRONNA. Then, I ask the Senator from Utah, and also 

the Senator from Connecticut, why is it so . absurd to call the 
attention of the banks that get this money to the requirement 
of the law that they shall loan to these people at a liberal 
rate of discount? The Senator must not overlook the fact that 
the Commit.tee o.n Agriculture and Forestry has held extensive 
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henrj:ngs ; a.ncl if be will Tefer to ,page 53 be will find, in the 
st ement of the O'overnor of the Federal Reser'le .Boar<l, that 
he calls attentioh to the fact that iuce .January 27, 1920. 
when the wor.d went out raising the rate of discount, the Jouns 
ha\e decreased. Now, what difference <loes it ma.Ke whether 
you ha\e the banks full of money or not if the public are not 
g ing to get the money? Does that help the farmer, I will 
ask the Senator from Utah? 

Mr. SMOOT .. The Senator from North Dakota is a banker 
himself"; and I will ask him if a fa:rmer at the present time 
made .application to his bank and the bank's reserves were as 
l y as it was safe for them to be whether he would make the 
lon:n? 

fr. GROJ.. JA.. .I shall be very glad to answer the Senator. 
I ha 'e never dealt ;with the F-ederal Reser\e Board ; I have 

1 ne-ver had a dollar from the Federal reserve banks ; I •h.ave 
1 ne1:er rediscounted with them. 

l\Ir. Sl\IOOT. Neither have I. 
Mr. GUONN.A.. But if I ·could have the advantage and the 

benefit of this pa:rtieular law, I could e:rtend that ben-efit to the 
farmer. und•I 'Could not do it in any ·other way. 

Mr. SJ\IOOT. Mr. President, the Senator is a banker, and he 
Jm.ows that if he will take up the bank stat-ements that were 
issued last month \he will find that nearly e\'ery bank in the 
United States is loaned to the very limit of saf-ety. They are not 
geing to take any chances ·of loaning below the amounts the law 
requir thrrt they sh.all hold on hand against their depo its. 
If they do, those who lrno.w the banking business know :what 
will happen to them. Therefore I ay to the Senator that the 
money that will come from the .sale of these bonds nltimately 
will find its way into circulation. That is the object ~f it. 
That is what it is for. If it is not going to do that, then let 
us not pa the resolution. 

Mr. GRO:l\"'NA. Does nat the Senator from Utah overlook 
one import nt fact? In the amended law of March 3, 1919, the 
'Var Finance Corporation is peunitted to do foreign business to 
the extent at 11 billion ·dollars. That is the way the Senator 
understands the la:~v, is it not? 

1\Ir. ffi\100T. Does the Senator from North ·Dakota mean tile 
Edge law? 

.Mr. GRO.:.;rNA. No; .l mean this lmv, the War Finance Cor­
poration .:law. 

.Mr. SMOOT. Y.es; .as I -r.emember it. 
1\fr. GROlii"NA. 1 lknow -that one citizen w.ho was a member 

of the War Finance Qorpm:atie:n intended that we should ex­
tend oUT business 'With foreign ·nations. We do not depend fo1· 
that extension entirely upon the sale of bonds. We want to sell 
our products, and the only i\v-ay we c.an di :pose of them is to seek 
a market in foreign lands. 

Mr. SMOOT. lli. President; -w-e do not need any legislation 
for tllat purpose. 

l\Ir. GRO~'NA. I will .say to the -senator -that thi legislation 
will T.emedy that. 

Mr. SMOOT. Why, yes; beoause of the very fact_ that we 
have to advance the moBey in order to do it; that is all. The 
Senator knows that Germany has not the money now to buy tile 
wheat of this country, or the wool of this country, or the cotton 
of this country. We might just as well understand it as not. 
Ti:H' people of Germany have ·not got it ; .and if they are going 
to J.my the. e products they will have to get credit or advances 
in order to do -so. 

1\Ir. GROJ\'NA. I agree with the Senator. 
Mr. S~MOOT. 1: want to say to the ~nator that when the 

revenue bill was under discussion w·e were asked here upon 
tbe floor of the Senate time ·and time again how mueh money 
our GoYernment was going to loan t{) f~reign countries and 
when -we were going to top such loans. I answered the ques­
tion as briefly as I could by saying that I did not know how 
much it would be, but it would be equivalent to the amount 
of the balance of trade between the two countries. England 
did not have the money; France dia n{)t have the money; the 
money was not in the world to pay such trade ·balances, and we 
would simply hm-e to loan them the amount of the difference 
between the ti:ade of the United ·-States nd the trade of those 
countries; and that is whn.t we did. 

hlr. GROI\'NA. The Senator from Utah 'find I do not really 
disagree on the questions that are fundamental; and if the 
Senator will pardon me for digressing a little from the Teal 
question that he is discussing, 1 think what I am about to say 

· is p rtinent to this discussion. If the Allies do not haye the 
money necessary to set up this vanquished nation in business­
! do not know that they intend to do it, but I am going to 

' state my own views with reference to that matter. If I owe 
the Senator from Utah a larg-e sum of money, he is too good 
a IJusiness man to tie my hands and my feet and prevent me 

from earning a dt>llar. If the Allies of Europe want money or 
credit for tbe people of that nation, it is their busine s to make 
the arrangement tb.at wjll mn.ke it possible for this Govern­
ment to extend credit, wh:c.h it can do, I will say to the Senator, 
w:thout the use of ny money. We can e:rtend our credit by 
selling our products to the people of ·that country, and nobody 
Jmows it better than the Senator from Utah; and that would 
be .a business :pro~osition. 

If the Allie are m earnest and really intend to give the 
people of Germany a chance to make good in paying their debts 
to the Allies, and if unable to ~tend credit to Germany, then 
they should make it pos ible for us to extend credit, becau e 
we are able to do so ; I}ut before we can consider such a propo­
sition we mnst .know absolutely that the securities are good. 

l\Ir. Sl\IOOT. That ·would be all rirrht if the prodncer would 
furnish the credit to the foreign countries; but the prod.ucer 
ha to ha\e the money, and somebody has to pay him the 
money, . and somebody ·has to extend the credit to the foreign 
nations, and that is -w·hat the War Finance Oorpm:ation lis 
o-oing to clo i~ anything comes from this legislation. Why, we 
can not lift ourselves up by the straps ·of ,om' bo0ts. We can not 
extend credits to foreign countries, and 1vith the same .money 
and at the .same time pay the producer for the goods that are 
shipped to the foreign 'CQu.ntr.ie . That iS impossible. 

Mr. GRONNA. I think we all agree on that. If the Senator 
will pardon me ft>r interrupting him, .I want to read -to him just 
a short paragraph from the statement made by the go-v-ernor of 
tile F-edena1 Reserve Board. Wbat does .he say? .After gi-\ing 
the Tarious amounts which ha--ve been loaned and stating how 
the loans have been extended, he says: 

It 4 evident that ·any continuation of such a xri.te of .increase as that 
would soon exhaust the resources of any bankinS? system, no matter bow 
strong. However, from the 27th of January, 1l:I20--

I said 1919 .a .moment ago; 1 hould have said 192(}-
when Federal reserve bank discount rates were . ad~ancecl. until the 
present time there has been only a moderate incre:u;e in the inve ted 
assets of the Federal reserve banks, but a substantial increase in the 
volume of Federal reserve notes outstanding, and while the angle of 
ascending credit during the period September 19, 1919, to Januru·y 27, 
1920, was 45 degrees, the angle since the 27th of January .has been but 
about.2 degrees. 

What does that mean? It weans that at the very time the 
farmer is ready to garner his crop and dispose of his crop there . 
is a deflation; there is -an absolute stop to the using of the re-­
sources. How is he to get along with that sort of a condition? 

You force the farrner.s product upon the market immediately, 
and what does it mean? It means that he must dispose of it 
at any price he can possibly get. 

1\fr; SMOOT. We p.ave gone far anel<;l, 1\fr. President, from 
wltat I rose to di cuss, and I do not think it is nece ary for 
me to t-ake arry more time of the Senate. 

I am just as much interest~d in this legislation as ·the Sena­
tor from Korth Dakota [l\fr. GRONNA] is interested in it. I 
know the situation of the fa-rmers in this country just as well 
as he. I know the situation not only of i:he farmer but of the 
stock raiser, }lnd of nearly every interest in the United Sta-tes. 
We are having now hundreds of men J:rnocking at the doors of 
the Finance Committee -asking that all the los es for 1'919 be 
credited u:pen their tax acc011nt for 1920. 

I know, Mr. President, there are -very few institutions of 
this country which are going to come 011t even this yea1· when 
depreciation of the value of their holdings are considered, very 
few of them; and when we had the e:x:ces -profits tax: under di -
cussion on this floor Senators will remember that I told them 
then that the profits wlr.' ch the invoices showed were in bricks 
and mortar and machinery, which at some day or other "\VOUld 
not be worth 10 cents on the dollar, and vve·iind tha.t to be the 
case to-day. When everything was adv·aneing-all manufac­
tured goods, all products, ev-erything that was sold by the 
merchant-most anyone could hnve shown a profit in his bu i­
ness if he had taken his invoice at the increasing J>rices. The 
-advances were enough to show an immense profit every time 
he took stock. And he took his stock that way, ttnd he paid 
his ta:xes upon it, and it seems strange to me that men could 
not see what wa-s coming. 

I was in hopes after the ·signing of the armistice that recon­
struction <would be begun at once and gradually reach to the 
point where business would be upon a sound basis again. nut 
no ; the business men of the country did not take action lookin~ 
to that end. They held up the prices just as lott.g as it was 
possible. They kept up those extremely· high prices and corn- · 
pelled the people to pay them, and now, fr. President, the slump 
has come, and prices huve been declining so fast that it uas 
almost destroyed business. -

So, 1\Ir. President, all :r want the Senate to do is to pass legis­
lation which will pass the- Hou e as soon as possible to meet 
the situation, and section l will do it without any section 2. 

l . 
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Let us at least be consi tent, and let us ·strike out section 2 

of this joint resolution, and then let it pass. 
Mr. HARRISON. 1\Ir. President, I did not expect to say 

anything touching this measure, but I do not like to be indicted 
for doing such an absurd thing as the Senator from Utah [Mr. 
SMOOT] seems to think the Agricultural Committee has done 
in incorporating section 2 in this joint resolution. 

If section 2 is absurd, section 1 is absurd. Neither of these 
sections amends the law or changes the law in the slightest. 
Both of the sections contain merely an expression of opinion, 
an expression of desire upon the part of the Congress as to 
what should be done. 

Let us see the absurdity which the Senator from Utah says 
is incorporated in section 2. If we are guilty of doing an ab­
surd thing, I want to call the Senator's attention to the fact 
that about 30 governors from every part of the United States 
have not agreed with him. They did not think it an absurd 
thing. There was a conference of governors from various 
sections of the country, and one of the recommendations they 
unanimously agreed upon was to ask the Federal Reserve 
Board to do that which section 2 requests shall be done by the 
board. 

1\Ir. NORRIS. 1\Ir. President--
Mr. HARRISON. And I noticed that the present governor 

of the great State of Utah was there in person, and that the 
incoming, the next governor of the great State of Utah was 
there also. I yield to the Sen a tor from Nebraska. 

Mr. NORRIS. The Senator has just said what I was going 
to call his attention to. 

Mr. SMOOT. I think the governors wanted legislation in 
order to assist the agricultural interests of the United States, 
as well as the others, but I do not think any one of them read 
section 2. I do not think they ever read a line of it. 

1\Ir. McLEAN. I would like to ask the Senator from Missis­
sippi if he has a copy of the resolutions as adopted by the 
governors? 

Mr. HARRISON. Yes; I have a copy of them, and I will 
read it for the edification of the Senator from Utah. 

Mr. McLEAN. I hav€ read it, and I know that the principal 
resolution is that Congress pass finance legislation of some sort, 
or words to that effect. 

1\Ir. HARRISON. I will read the part in which they asked 
tha,t the War Finance Corporation be revived, and other relief. 
The resolution provided: 

Let the Federal Government create a finance corporation of some 
sort-

And so forth. 
The Federal Reserve Board should be urged .and authorized to advise 

all banks to adopt a liberal policy of renewals. 

Mr. Sl\IOOT. That is entirely a different proposition. 
Mr. HARRISON. That is practically what section 2 does. 
Mr. SMOOT. That is, the Federal Reserve Board was to do 

that. • 
Mr. HARRISON. The Federal Reserve Board. 
Mr. SMOOT. Yes. 
l\Ir. HARRISON. That is what we are asking them to do in 

this resolution. I am afraid the Senator from Utah did not 
read section 2. 

Mr. SMOOT. Oh, yes; I did. 
1\Ir. HARRISON. He always reads everything. I am sur-

prised he did not read it. 
Mr. SMOOT. I have read it to-day. 
11Ir. HARRISON. Section 2 provides : 
'.rhat the Federal Reserve Board is hereby directed to take such 

action as may be necessary to perm:i't the member banks of the Federal 
Reserve System, in accordance with law * * * to grant liberal 
extensions of credit to the farmers of the country--

Mr. SMOOT. Oh, no. 
Mr. H...illRISON. I will get back to the other proposition. 

That is what the Senator objected to most vociferously. It 
continues: 

'l'o grant liberal extensions of credit to the farmers of the country 
upon the security of the agricultural products now held by them-

And so forth. I left out this one proposition just after " in 
accordance with law," "and consistent with sound banking." 
The Senator from Utah objects to the words "and consistent 
with sound banking." r 

The Committee on Agriculture thought that by incorporating 
that provision we were clothing it with some conservatism; we 
really pointed out to the Federal Reserve Board that in ex­
tending this liberal credit to the farmers of the country, while 
they must follow the law, they must also do nothing incon­
sistent with sound banking. So if we should adopt a motion 
that might be made by the Senator from Utah to strike out 
"l!Onsi~tent with sound banking," we would be putting the 

United States Senate on record as being against the provision 
of the law which said to ad "consistent with sound banking." 

We merely call to the attention of the Federal Reserve 
Board that in making credits they should follow a liberal 
policy, and that they should charge as low a rate of interest as 
is possible "in accordance with Jaw and consistent with sound 
banking." 

It may be that the Federal Reserve Board can not loan any 
more money because their reserves are not large enough. 

Mr. McLEAN. Mr. President, right there--
Mr. HARRISON. If they can not do that, then · it does not 

say that they shall do it, because it expressly provides that 
they can do nothing that is not consistent with sound banking 
or in accordance \vith the law. 

Mr. McLEAN. Mr. President, may I interrupt the Senator 
to ask. him a question? 

Mr. HARRISON. Certainly. 
Mr. McLEAN. Section 2 provides that they shall d.o all that 

is necessary to enable the member banks to accommodate the 
farmers. The Senator has just said that they may find that this 
can not · be done. 

Mr. HARRISON. Yes . . 
Mr. McLEAN. Would it not be better to use the word "pos­

sible " instead of " necessary," then? 
Mr. HARRISON. I do not know that I would have any 

objection. 
Mr. McLEAN. Do you want to compel them to do a thing 

which they can not do? 
Mr. HARRISON. The Senator from Connecticut [Mr. Mc­

LEAN] and the Senator from Utah [Mr. SMOOT] know that 
what we are doing here is that which the Senate of the United 
States should not be called upon to do. 

l\Ir. SMOOT. Yes; that is right. 
Mr. HARRISON. I do not care if the Secretary of the Treas­

ury is a Democrat-and I have very high regard for him; I 
think he is a splendid man-on this proposition I differ with 
him; I differ with him absolutely, because I believe that t~ 
\Var Finance Corporation should be revived, and that liberal 
credits should be extended to the agricultural interests of the 
country in this very unusual and deplorable situation. The 
Congress of the United States four months after war was 
ended thought the War Finance Corporation should be con­
tinued, and adopted an amendment to keep it functioning. It 
should be functioning now, and should not have been closed by 
the order of the Secretary. 

Section 2 does not change any law; it merely expresses an 
opinion of the Congress of the United States. Section 1 does 
the same thing-changes no law, adds nothing to the law, but 
merely expresses an opinion of the Congress of the United 
States that this War Finance Corporation should. be revived. 

I asked the Secretary of the Treasury while he was on the 
stand, " What if a majority of the Congress should differ with 
you as to the advisability of reviving the War Finance Corpora­
tion? How could we get it started and going?" 
H~ said, "By passing a resolution directing me to do it." 
So we are merely following the suggestion of the Secretary of 

the Treasury, and I believe that both of these sections should 
remain in the bill. It might give some relief to the great agri­
cultural interests of the eountry. I am opposed to striking out 
section 2. I do not believe it is an absurd proposition. I be­
lieve when the Federal reserve banks make sixty or seventy 
millions of dollars a year it is possible for them to reduce their 
rate of interest so that some of the people can be taken care of 
who need to be taken care of. I am opposed, Mr. President, to 
the amendment sugg~ted by the Senator from Georgia [1\fr. 
SMITH]; that is, that other products should be added in this 
resolution. I beli.eve in facing this proposition in a courageous 
way. 

What do we want here? The War Finance Corporation un­
der the law to-aay could make loans, if it were functioning, to 
the manufacturing interests, as well as to the agricultural in­
terests. It could assist every interest in the country. 

By passing this joint resolution, and specifically pointing out 
the agricultural interests, it does not prevent the War Finance 
Corporation, if it should be revived, from continuing to loan 
to other interests in the country for export; not at all. But we 
know that when depression comes, the first interest to feel the 
depression is agriculture. That is the breaking point, and they 
have felt it for months-yea; for almost a year. Twelve 
months ago th~things they produced they could sell at a rea­
sonable price; and those necessaries they needed, they cost 
highly, yet theY. survived because of the prices they received 
for their products. But to-day the prices of the farmers' 
products is reduced about fourfold, while for the things he buys 
he is compelled to pay approximately the same. Cotton in IDY, 

j 
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country. hns b en r duced from a dollar a pouncl to 18 cents a 
pound, and ce:rtnin grade of cotton can not be sold' at all. The 
price of wlieat m the farmers in the West has been greatly 
reduced, but the things they buy have not been proportionately 
reduced. Oh, just a little bit it may be, but not much. I think 
they will COllle down after Christmas, but the retailers are hold­
in<T on ju t as long as they can. The crash is bound to come, 
but up until this ~ood hour there has been no such depreciation 
in_ the things that the farmer has bought as has been in the 
thing he produce<l and ha- had to sell. 

The VICE PRESIDENT. The morning hour having expired, 
the ChaiF lays befbre the Senate the unfinished .business, which 
will be stated. 

The RE.\DI!\G Cu:mi:. A bill ( S. 3944) to create a Federal 
live-stock commi ion, to define its powers and duties; and to 
stimulate the production, sale, and distribution of live stock 
and live-stock products, and for other purposes. 

1\lr. GRO.r.&A. I ask unanimous consent that the unfinished 
busine s be tempomrily laid aside. 

The VICEJ PRESIDEN'IJ. Is there ob;iection? The Chair 
hears none. 

1\Ir. GRONNA. I ask that the Senate proceed with the con­
sideration of Senate joint resolution 212. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none. The Senator from Mississippi will proceed. 

1\lr. HARRISON. Now, some Senator said that the value of 
exports has increa ed during all this -time and gave figures to 
bear out that statement. That may be true, but I know that one 
product in bales for export has not increased. I read the testi­
mony of Mr. Meyer. Mr. Meyer,_ on page 14 of the hearings-, 
says this, and I merely cite this to show that while the value 
of exports may show an increase and may show large, when 
you take certain products and give the volume; it does not show 
an increase. 1\Ir. Meyer says : · 

Whatever the figures in dollars may be, the amounts are what' 
interest the producer. Tbe farmer does not pt'"Oduce dollar exports; 
he produces bales of cotton and bushels of wheat and products 
measured in pounds and tons. You may be misled by the dollar 
value of exports, and you may be. misled on the total figures. '!'he 
statisticians say that the volume is· 25 per cent in exces of what it 
used to be before the wa.r. But I have made a little compilation of the 
cotton situation, s1mply as an index. The exports- from September 4 
to November 27, 1920, were 1481,460 bales-about the same a.s last 
year up to date. These 1,481,450 bales compare with the last prewar 
year, 1913, for the same period, when the amount was 3,831,139 bales, 
a.nd the year- before that it was 3,808,42!) bales, and the year before 
that it was 3,710,514 bales. 

And so on down the line, showing that we are not exporting 
within 2,000,000 bales of cotton of what we were before the 
war, and we ai·e now trying to rev-ive the War Finance Col'].Jora­
tion so that it will help in the exportation of this and other 
commodities. 

I am against addiug other products, because we know that 
the basis of prosperity in this country is agriculture, and it is 
agriculture that needs help right now. They must have help 
now. They are laying their plans for their future crops, .and· 
they need to be financed. Mr. Meyer, in his testimony, said this 
when the War Finance .Corporation closed. I asked the question 
of tlie Se-cretary of the-Treasury if it should be revived whether 
he could show any preference in making loans, and .he rook 
the view that they could not. I think he is wrong. I think 
the board could say wha.t loans they ought to make, but he 
takes a different view of it; and so we would be placed in the 
attitude, unless it is specified and pointed out to the War 
Finance Corporat ion that we wanted the agricultural interests­
taken care of, that they might make all theNe loan to some- one 
el e and aid other industries and not aid this that we think is 
vital and necessary at this time. 

Here is what 1\Ir. Meyer said : 
Under more or less similar arrangements the War Finance Cor­

poration financed the export of $12,000,000 of wheat to Belgium and 
$5,000,000 of cond~sed milk to various countries in Europe. At tlie 
time that it was requested by the Secretary to suspend financing 
exports it hn.d.. applic tions involving tbe exgort of $17,500,000 of 
copper-

That was not financed, because the War Finance Corpora­
tion clo ed-
$!l,WO,OOO fnbricated steel to Italy; $5,000,000· " mack Patch" tobacco 
from Tenne see and Kentuck:¥ ; $4,000,000 cotton to Czechoslovakia. 
for a. large sou them exporter; ~25,000,000 cotton to Czechoslovakia 
for a group of southern bankers ; 3,000,000 for cotton to Italy by a 
group of bankers: {),000,000 by a group of bankers for export of 
cotton to Italy ; $24,000,000 for the export of cotton by a syndicate 
ofr banks headed by one o! the largest national banks in the United 
State ; $2,400,000 · tiy a group of bankers for coal to ltaly; 4,000 000 
by a group of banket'S :fur cotton to Italy ; $4,000,000 for ships to be 
bought or constructed in this country for Italy-in all, $100,000,000 
in appUcatians promising practical rPsults with adequate security, 
aceordlng to the. opinion of the direeturs of the War Finance Cor­
poration 

He said that the reason the e loans had not been made to 
carry on the agricultural exports was because it was a slower 
process to get the loan arranged for them than for the others. 
So it is merelY- as a protection to this gTeat interest upon which 
the prosperity of the country is based, namely, agriculture, thnt 
I think it should be pointed out specifically in the re olntion to 
be taken up, and that in no way will it affect the board in 
making loans to other interests in the country. The effeet of 
the pa~ age of this resolution will be good. It' should help the 
situation. The least we should do is to pas -it, and do it now. 
That is all I desire to say. 

1\lr. l\lcCUI\1BER. 1\fr. President, I wish to call attention to 
some imports of grain into the country during the last month. 
I first wish to call attention to the fact that during the whole 
year of 1019 we imported 5,405,405 bushels of wheat. Now, 
that was a whole year'& importation. In October of 1920, in a 
single month, we imported 10,517,528 bushels. A telephone mes­
sage to the Department of Agriculture brings the response that 
in all. probability the November importations will be at least 
12,{)00,000 bushels. Thus, in a single month of 1WO we have 
imported twice as many bushels into the country as we imported 
in the 12 months constituting 1919. 

Now, 1\fr. President, I am going to support by my vote the 
joint resolution introduced and which is in char(Y"e of my col­
league. I am not certain that it will produce all that we would 
like to secure, but I do belie-ve that it will be helpful in gi>ing 
encouragement and confidence to the export business, and it 
may help us to export a few of the bushels af grain that we 
are now importing. 

But why not apply an effective remedy? If a merchant finds 
that he can not-sell half of his stock of goods that he now has 
on· hand, he quits buying. Do Senators know ·of any reason 
why, when a Government finds that it has more goods than it 
can use in the United States· and is attempting to find some 
place to sell them, that it should not also quit buyina? Why 
should we be buying Canadian wheat at the rate of 10,000,000 
to 12,000,000 bushels- a month and at the same time be eeking 
for some method by which we can eA-r-port not only that many 
bushels but in addition export our o~"D surplus? 

In other ·words, while we acknowledge that we ha"!io a sur­
plus in the United States which must be exported, we are still 
allowing that surplus to be increased at the rate of 10,000,000 
to 12,000,000 bushels per month. 

I know a great many Senators are fearful of the word " en'l­
ba_rgo," but there has not come a single :re olution from one of 
the commercial bodies of my State asking for relief which bas 
not asked that an embargo be placed upon the importation of 
these articles. They seem to think that the President of the 
United States has the power under present Jaw to declare an 
embargo. I . do not think he has, I will say candidly. I do not 
know of any power trurt is imposed upon the President tt> apply 
an embargo restriction except in that contained in ttie anti­
dumping law. In order to CDnstitute dumping into the eountry 
it must be established that the product is being sold from the 
importing country ~for export cheaper than it i sold to its o""D 
citizens. I do not understand that that is the case in Canada. 

Therefore I· do not think, under the present law, that we 
could apply any embargo restrictions. But we cllil make the 
law. We can do it in a yery few minutes if we see fit, w·e 
could pass it through the .Senate if we saw fit. We could stop 
this enormous importation of wheat into the United States. 
There is a bill now before the Finance 0ommittee or the Com­
mittee on ·Agriculture and Forestr asking that such• embargo 
be placed for one year ; of course, for a less time if we 11nully 
get a tariff bill. that will prevent the excessive importation. 
Tliat· is reaching tlie situation right where it is. The trouble 
is we have too much grain in the United States for home con­
sumption and 'we are adding to that trouble by increasing the 
number of bushels at the rate· of about 10,000,000 to 12,000,000 
per month. 

Now, Mr. President, I hope we will get some benefit from the 
joint resolution under dis-Cussion. I haYe little faith 1 I admit, 
but I think there is an opportunity for it to do some good. I 
have tried to ascertain how we are going to get th mouey, be­
cause that, after all, is the real crux of the situation. We say 
"give credit to Germany and Austria." I hope we can do it r 
hope we can take the obligations of those Gon~rnment and fur­
nish them with the money, but where are we going to get the 
money? That is the question. If the banks haYe loaned to the 
limit of their ability on the basis o:f safety " can not get it 
from the bunks. 

We hope to sell bonds. The bonds, if they can not be bought 
by the bank -, will have to be bought by th public, by the 
peo:gle ge-nerally; but if the banks ha'"e not got the money the · 
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people ha-ve not got the money, because what they have is in 
tlte banks as a rule. I do not think they will subscribe very 
liberally ~t the present time even for bonds to furnish money 
to buy· these crops-, thougb I hope they will. But what little it 
can do, i~ it i only a very little, ought to be done. Anything 
t}1at we can do in relieving the situation ought to be done. 

'Ve ought to apply any remedy that we think will be in the 
slightest degree effective; but I again suggest that the most 
important remedy, a 1·emedy that would be quickly effective and 
would show its effectiveness in an immediate response by way 
of an increased price of these products, would be to prevent 
their importation. 

We can not get anything for our wool ; wool is coming into 
the country in enormous quantities; and I am informed-and I 
believe credibly-that the Australian and New Zealand and 
Argentine wool crop is now ready to be thrown into t}le country 
in greater quantities than ever before. Now, I simply say that 
o long as we have enough wheat in the United States to sUPply 

tbe American people with flour for a full year, and then some 
to spare, I would top tbe importation of wheat under the pres­
ent e:rlgencies. If we have wool enough in the United States 
to make aU the clothes that we shall need for the ne:rt year­
and I am infol'med that '"'e have----I would stop the importations 
ot wool until the farmers could get a price that would allow 
them at least to buy the cloth with which to clothe themselves. 

The situation, l\1r. Pre ident, is a most serious one, and I have 
not as yet heard of any remedy which I think will be adequate 
to meet it. The remedy of an embargo would be more valuable 
than any othe:t· po sible remedy at tbe present time. If we can 
not get that,. I shall cheerfully vote fOl' the pending joint reso­
lution, from which we hope to se~ure at least som.e benefit. 

l\11\ HARRIS. I offer an amendment to the joint resolution, 
which I send to the de k. . -

The PRESIDING OFFICER (!\Ir-. 0"L"RTIS in the chair). The 
Senator from Georgia offers an amendment; which will b-e 
stated, 

The READTIG CLERJr. On page 2, section 2, line 16, it is pro­
posed to ~h·ike out the words ·~the lowest possible rate ot 

· intere~t " and to mse1•t " not exceeding 6 per cent per annum., 
1\lr. HARRIS. I will nsk the Secretary to read the section 

aa it woulu stand with the amendment _which I. have proposed 
inserted. 

The PRESIDll G OFFICER. The Secretru'Y will read as re~ 
quested. 

The READlNQ CLERIC .. pt'Oposed to be- amende-d .. the- section 
would read: 

S!<Q. 2. Tbat tb Jredera.l Reserve Board i her by directed to take 
such action as may be necessary to permit the member banks of the 
Federal Reserve System. in accordance with law and consistent with 
SQUDd bankillg, to gx:ant liberal exten.sion!!f of credit to the farmers Qf 
the country u_pon the security ot tbe agricultural products now .held by 
them by 11e:r:m1tting the 1.'edisoountillc Qf such notes of' erten ion at not. 
exceeding 6 per cent per lUUlum. 

1\fr. BARRIS. 1\tr. Pre ldent, desire to state tbat I should 
fa-vor the rate of 5 per cent intere__st instead of 6, but I think 
the am-endment I have off red will meet objections which ba.ve 
al~ady been urged against eetion 2. Iu my State the legal 
rate o£ interest is 8 per cent and the discount rate of th~ Foo~ 
E:'-l'fil reserve hank is 7 . per cent. Many of the smaller banks 
in my State are- not willing to tah"'"e the risk for the difference 
in tb.e rate of interest. For that reason m.any of our farme:rs 
are not getting aceomroodatioDs in carrying their crops which 
they otllenTi e would get if the rcdisc01mt rate w~re made 
lO\Yer. 

The distre~ing fu-tanclal condition in the agric-ultural ~ 
tions of our country, especially in the South ~d 'Vest, can,. in_ 
my judgment, be relie-ved to a great e~te_n~ by the Federal 
J-eS('TYe banks reducing their rediscount r-ate and by resumption 
of the activities of the \"Var Finance Corporation. In Georgia,_ 
mY horne State. mn11y farmers have been unable to barrow 
money- and hold their cotton for prices anything like the cost 
of production, and are selliDg it to-clay at less than half what 
H cost to produce. The rediscount rare 'charged by the Fed­
eral reserye banks js 7 per cent and the legal· rate of' interest 
in Geol·gia is 8 per cent. Witb un ettled conditions, mauy of 
the Georgia banks were unwilling to loan a large amount on 
cotton fo1~ a profit of only 1 per cent; they claim the risk is. 
too great. 

My amendment reduces the rediscount rate of the Federal 
,re£erve banks te not e:Kceeding 6 per cent. I would gladly 
muke it 5 per cent, but it would meet serious opposition in tbe 
Senate, and I hop0 the .b---..e(leral reserve bnnks will not exceed 
th.at amount. If tlle>y make the rediscount rates to the banks 
at E--ven-<> per cE>nt, the bunks of the South would loan to thfJ 
far1ner the nece . ary money to hold their cotton for prices 
that -would enable them to sell at a prlc_e equal to the cost of 

production, and aid the farmers in selling cotto·n to the Euro­
pean -countries at a fair price. The ·world is in gl·eater need 
of cotton than ever before. There · is less cotton on hand 
to-day, considering the needs of the world for cotton goods. 
than ever before in our history. The Federal re ene banks 
were not organized to make money, but to meet conditions that 
exist at this time. 

Mr. SMITH of South Carolina. 1\lr. President, I do not 
intend to take aJly great length of time of the Senate in dis­
cussing the pending joint resolution. I think a majority of the 
Senators present see the necessity for the action contemplated 
by the proposed legislation. The situation is such that no one 
can be dogmatic as to what has caused the present conditions-, 
nor can he accurately forecast the future. There are, however, 
some causes which have contributed to the present unfortunate 
situation with which we are all acquainted and which we 
appreciate. There are certain forces that were not in opera­
tion heretQfore. even before the · war, which have tended to 
bring about a condition which the Federal Reser-ve Board 
and othex authorities thought it was their duty to correct. 

I do not read very well from manuscript; I should prefe1· 
to sveak in reference to thia matter just us I feel about it; 
but in order not to allow the feelings which I have on this 
subject to influence what I have to say, I shall now read 
from manuscript- some obser,ations in reference to the causes 
which have brought about existing conditions. 

The condition that now obtains throughout the country is 
not the result alone of post-war forces; perhaps in a way it is 
brought about in a less degree by post-war forces than by cer­
tain other influences. 

Our Federal Reserve System in 1914 supplanted our old bank­
ing and c-urrency system. It perhaps became a workable plan, 
or, in other words, the machinery and the principle of the 
Federal Reserve System got into practicable operation about 
1915. It was a radical departure from the old system in that 
it placed in the bands ot the Government the control of the 
banking business of this country. This necessarily ga-ve to the 
Federal Reserve Board and the officers of the regional banks 
almost unlimited pc>wer in the control of the currency of the 
country, so that whatever attitude they assumed toward finance 
and commerce was immediately and powerfully effective­
throughout the Nation and the world. On account of our 
almost unlimited re ource available, geographical position, and 
the combination of other fortunate- circ.umstan~ together with 
this new and wonderful system of bankin~ the main featnre of 
which system was its elasticicy and its power- to mobilize or 
capitalize the re ourc.es of the country, we easily and rapidly 
became tbe bankers of the world. Money, gold and credits. 
poured into this country from Europe especially, and else­
where, during the war iu exchange for our commodities and 
foreign securities for our credits. The :result was an unusual 
demand for onr commodities and unusual facilities for liquify­
log or ca bing them. Prices rese in this country to unusual 
point$~ partly because of the unusual demand caused by th~ 
war~ and pm1jy because of our new system of bankinor. 

After the- armistioo was declared it was natural to suppose 
that there would be a_ readjustment, but no one ever dreamed 
that we had fir t to paralyze commerce,. bankrupt agriculture 
and all producing and commodity handling institt\timis, before 
we should again assume the- sane and normal function of 
busine . We- seem to have acted on the p.rinc~ple the old 
farmer announced when in attempting to burn out the debris 
that had accumulated around an -old wooden rail fence be­
hurne<} up• the fence. He consoled himself for his loss by say­
ing that he had a nic.e clean place to build a new one. 

There is- DE) justification whate-ver for the- present condition 
of a:tiai.rs in this country. As I see it, the causes are so manifest 
that one need not be surprised that we are in the condition in 
which we find aur el-ves. The causes as I see them are the e: 

First. The powe~ to expand o:r to operate the elasticity ·of our 
currency system necessarily carrie_s with it the powe-r to con­
tract. Those Government officials clothed with this power have . 
in their hands the fate ot the commerce of this countt"Y. The 
influence that they exercise determines in a large degree the 
prosperity or the depression Qf our commercial and industrial 
life. The business men, the bankers, and the financiers ·of this 
country are more or le dependent upon it and, consequently. 
are infiuenced by the action and attitude of our Government 
officials in charge of our exchange system. When, therefore. 
it was announced and reiterated that the policy of our- Federal 
ReserTe System was to deflate the currency, to re trict credits~ 
it naturally had an immediate effeet upon e-veryone engaged in 
businesJ. Under modern conditions the close and intimate re­
latiO-n of every kind and character of business ancl co-mmerce 
makes it well-nigh impossible radically to affect one wtthon.t 
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in greater or less degree affecting every other one likewise and the actual producing clas es of the country, upon whom its 
in like manner. Consunier and. producer are not in distinct prosperity depends, must be restricted in credit for · fear of 
classes, but each one is .,.both. The producer of one article is inflation of the currency through _ the extension of credit on the 
the consumer of another, and so there is no line of cleavage be- bonds. ·we ought fearlessly and bravely to meet that issue, and 
tween the two classes. The policy thus announced was vigor- to take some action taking care of the bonds owned by those 
ously put into operation. The banks were insistently required who bought them in good faith, and not ha\""e them placed 
to call certain classes of loans and the rate of rediscount was against the commercial credits of this country. I understand 
made very high. In addition to this and apparently for the that it has been the uni-rersal practice of the banks to tran fer 
purpose of carrying out the same policy, the \Var Finance Cor- these bond credits to the commercial account. 
poration was di continued. This corporation was created by I do not believe that we would ha-re had. any such condition 
Congress to meet the very condition that now exists, and the as that now confronting us had the policy of those having these 
amendment adopted to the original act in the latter part of the . matters in charge been such as to inspire confid~nce rather than 
last session bad a similar object in view. fear and apprehension. With practically all of the raw ma-

lt appears from the testimony of Mr. Meyer before the hearing terial of this country now at prices far below the cost of pro­
of the Agricultural Committee on Senate joint resolution 2.12 duction, and some of them with no market at all, the future 
tha.t- does not look very inviting. With the tremendous obligations 

There wf're being negotiated at the t ime of the discontinuance of of this Government to be met, and those who are to produce 
the W:tr Finance Corporation applications involving the export of the material out of which the ultimate wealth of this counh·y 
$17.500,000 of copper, $2,200,000 fabricating Rteel to Italy, i5,000,000 must come broken and bankrupt, the probabilities Pre th.,t our "Rlack Patch" tobacco from Tennessee and Kentucl;:y, 4,000,000 ~· a 
cotton to Czt'choslovakia from a large southern n'"l)orter, $ 5,000,000 deficit will be doubled and trebled rather than gradually di­
of cotton to Czechoslovakia for a group of southern bankers, $3,000,000 minished. The estimates of the income of the Government, 
for cotton to Italy by a group of bankers, $9,000,000 cotton by a b d · d fit d d 
grou~ of bankers to Italy, $24,000,000 for the export of cotton by a ase upon mcomes an pro s, will have to be revise ; an , 
syndicate of banker' headed by one of the largest national banks in if a sales tax should be imposed, with th€ purchasing power of 
the United States, $2,400,000 by a group of bankers for coal to Italy, the country at large practically destroyed, the expectations of 
$4,000,000 by a group of bankers tor C(ltton to Italy, $4•000•000 for those advocating such a tax also will be disappointing. ships to be bought and constructed in this country for Italy. In all 
$100,000,000 in applications, promising practical results, with adequate There has been criticism of the seeming tendency or- of the 
security according to the opinion of the directors of the Finance Cor- actual fact of the country coming to Congress for relief in this 
poration. situation. Why should it not, when by an act of Congress the 

He says further in reference to the above: control of the situation was made a Government function? I 
Th~:se are not repetitions; they are separate applications. • • • am not adversely criticizing the act of Congress that made the 

In addition to these definite purposes various other negotiations are banking of the country pracucally a Government function. r 
under way fer fnrther extens1ve loans, which, no doubt, would have 
materialized in large financing of exports of various kinds of American consider the.Federal reserve act one of the greatest pieces of con-
pro'ducts. structive legislation ever passed, and I believe it is our hope 

Therefore it is not surprising that we find ourselves in the now, if properly and wisely used. The world needs all the 
condition now prev-alent. staple products that we can produce. It may not have the 

Just let me take for a moment the situation as it is. There cash to pay, but surely the energies of these nations, the man 
is not a Senator here who does not know that there is nothing power, the brain power, plus the material resources of the 
half so sensitive as capital; money, cash, is the most timid of several nations, are adequate security for the extension of 
all the agencies used in commerce. Therefo1·e, when by tile act such credit as we may allow them to use our resources to our 
creating the Federal Reserve Board we made the financing of benefit. 
the country a Government function it goes without saying that The War Finance Corporation act was pas ed to enable us 
the attitude of those having it in charge immediately affects wisely and efficiently, broadly and impartially, to meet this 
every commercial and financial interest of the country. When very situation; to extend credit to our corporations upon ade­
the board announced its policy of contraction of credits and quate security, and to foreigners upon like security, without 
raised the rate of its discount, and then pari passu with that favoritism and ·without special interests being served. 
the \Var Finance Corporation was discontinued, notice was served As showing the attitude of the English Government with 
on the public that the very center and source of the Nation's regard to this very problem, I quote from a news item to one of 
circulating medium was adverse to any further expansion of our news services in this country: 
business, or at least were in favor of its contraction along such We have had the privilege of a confidential talk with a gentleman 
l . tl th 1 d d close to Lloyd-George and a participant in the councils of the Gov-mes as ley emse ves eeme necessary. ernment, regarding the politico-commercial policy to be pursued. We 

"\Vith the announced policy of our banking governors to re- report the interview substantially as follows: 
strict· credits, to deflate prices, and the chairman of the War "The British Government's confidential reports and figures show 
Finance Corporation, the Secretary of the Treasury, arbitrarily that other countries, previously among· her best customers, are now 
discontinuin!! the operation of the 'Var Finance co~rporation, crying for goods, and that these countries could absorb the entire 

~ maximum exportable production of the United Kingdom. Nevertheless, 
the whole business world was filled with apprehension, ~kepti- the dislocation of the natural relations of supply and demand has 
cism, and the effe<:t is the condition under which we now find resulted in the building up of a great volume of surplus supplies in 

b England which can not be moved. The official figures placed before 
ourselves. It has een pointed out that during this period the cabinet show that Great Britain is trading feebly, if at all, with 
the credits extended have equaled to or -exceeded the period of nations of the white race aggregating 300,000,000 people. The Gov-
prosperitY just preceding. ernment can not run the risk of social unrest involved in a stoppage 

In 11 I h d th. . of industry and commerce. It is its first duty to assure the pros-
• the co oquy a lS mornmg with a number of Senators perity of its own people. It will, therefore, reopen trade with any 
it was pointed out that in certain sections of the country credits part of the world where trade can be got, irrespective of protests. 
are equal to or in excess of the credits during the period pre- ''Conversations of an important char.acter have taken place un-

d . d 4'1 t' officially and informally between industrial leaders and members of the 
ce mg eua lOll. cabinet to consider concrete means for stabilizing particular indus-

! wish to call the attention of the Senate to the fact that the tries which are threatened in the immediate future not only with 
trouble is our excessive bond issues. Under the law we made severe curtailment but with actual closing down. Lack of pur­
the bonds issued by the Government eligible to rediscount at the chasing power in foreign markets, adverse and fluctuating exchange, money stringency, exaggerated agitations against profiteering, and 
Federal re erve banks and to become the basis of the issuance restriction of credit were adduced as factors which had undermined 
of Federal reserve notes. At the time of the passage of that confidence." 
law there were less than a billion dollars of United States bonds I presume that in England the very same propaganda had 
outstanding; to-day there are approximately $25,000,000,000 of been spread broadcast as in this country; that there was undue 
bonds out tanding. Those who bought the bonds and received profiteering, and that there had to be a reduction of the exist-

. credit at the banks for carrying them were assured that they ing currency. . 
would not be charged up to the commercial accounts of those Mr. KING. Mr. President, may I interrupt the Senator? 
thus borrowing. ]'armers, merchants, bankers, business men The PRESIDING OFFICER (Mr. KrnnY in the chair). Does 
throughout the country took these bonds in the small banks on the Senator from South Carolina yield to the Senator from 
that assurance. Now the rate of rediscount on these bonds has Utall? 
been raised, and they haYe been transferred to the commercial Mr. SMITH of South Carolina. Yes. 
accounts; and I am going to insist that the officials here give 1\.fr. KING. I hope I did not misuoder tapd the Senator. 
me a statement as to what per cent of the so-called loans ex- Does the Senator seek to convey tile ·dew that there has not 
tended to the agricultural centers of this country consists of been undue profiteering in the United States; that prices have 
transferring bonds to commercial accounts and what per cent not been maintainerl at too high a level? 
consists of actual commercial credits granted for real commer- Before the Senator answers that, may I su""gest to l!im that 
eial purpo es. · contrary to what one might expect, when the armistice was 

It seems to be the policy of this Government at this time to signed, instead of prices going down gradually an<l steadily and 
be solicitous of and to take care of those who own bonds, while , persistently until they reacheu a proper level there was a 
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sllaht sagging and then a rise, and that rJse contin"!led until 
quite recently, as a result of which, it seems to me, the prices 
e~erywhere in commodities and perhaps in labor were entirely 
too high, and were abnormal. Does the Senator seek to con­
""ey the idea that there ought not to have been a reduction in 
commodity prices and in prices generally in the United States 
lfollowing the war 1 

1\lr. SMITH of South Carolina. I answer the Senator by 
saying that I think the · reduction in prices should have been 
governed by the law of supply and demand, and that it was no 
part of· a governmental function to go out and state that prices 
must come down. That was for the business world to do. 
E pecially was that unfortunate when the Government at that 
time had the machinery conveyed to it by law by which it could 
enforce radically, and as the result sho,vs disastrously, its d-e--
crees. · · 

Answering specifically the Senator's question about profiteer­
ing, I think there was and always will be profiteering, but I 
think that the cry against profiteering in this country was 
largely exaggeTated. I will explain what I mean by saying 
that the little bootblack gqt 15 cents for shining a pair of shoes 
when heretofore he had gotten 5 cents; so that from the boot­
black to the highest commercial interest there was a tremen­
dous rise in the price, an·d a larger volume of currency was nec­
es ary to liquidate it. The very genius of the Federal Reserve 
Sy tern was that when there was a vast amount of commodi­
ties in this country theTe would be an adequate circulating 
medium to represent them, arid not the old, rigid, inflexible 
rule of 1863. That would have enhanced values had it been 
allowed to operate as we who passed the law thought it would 
operate. That, in conjunction with war conditions, did inflate 
prices; but prices wouid have been deflated by the -very course 
of trade without making the world believe that the Govern­
ment had set its face against a further continuance, right or 
wrong, of these conditions; because, as I said before, you could 
not pick out certain businesses and refuse credit to them witA­
out destroying the whole commercial structure. 

We have a law against cornering; we hil.ve a law against 
unque restraint of trade; and that was sufficient without the­
fear that was cast into the hearts of the world at large by the 
radical procedure of raising ·the rate of discount and denying 
credit, and creating the sentiment of fear and apprehension. I 
think the War Finance Corporation was one of the most splen­
didly conceived ideas, in that it supplemented the Federal Re­
serve System by looking after the kinds of paper, foreign and 
domestic, that might be received and discounted, and doing it 
in'lpartially as a ~overnmental function and an aid to corpoTa­
tions that otherwise might not be able to get it, enabling thew 
to do business and create healthful competition. 

Mr. KING. 1\lr. President, if the Senator will still pardon 
me--

The PRESIDING OFFICER. Does the Senator from South 
Carolina further yield to the Senator from Utah 1 

Mr. SMITH of South Carolina. I do. 
l\fr. KING. I venture to suggest to the Senator the fact that 

for months following the armistice, more particularly during 
the latter part of 1919 and the beginning of 1920, not only in 
both branches of Congress but throughout the United States, 
there was a persistent demand that prices should fall, and 
appeals were made to Congress for legislation that would call 
for a fall in prices. The Senator will recall that the President 
of the United States communicated with Congress, and sug­
gested certain remedies which should be adopted for the pur­
pose of bringing down prices to a proper level, and Congress 
was very much interested in that; and, as I recall, numerous 
hearings were ordered either in this branch or in the other 
branch for the purpose of determining what legislation should 
be enacted in order to bring prices down. 

I do not think there has been any deflation. As a matter 
of fact, the Senator, I am sure, knows that the amount of 
paper rediscounted by the Federal reserve banks has been very 
much greater in 1920" than in 1919; and the Senator knows that 
hundreds of millions of dollars have gone into new enterprises­
indeed, that the list of incorporations of new enterprises in 
1920 has scarcely been exceeded in the history of the United 
States. 

1\Ir. Sl\Il'l'H of South Carolina. Oil, l\1r. President, I do not 
know that I shall accede to the statement that more loans 
have been extended and more paper rediscounted. That is a 
proposition that it would take more time than I would care to 
consume this afternoon in going over, and in referring to this 
very bond proposition to which I have called the attention of 
the Senate. In my O\\n time I am going to lay before the 
Congress the facts as to what per cent of the so-called loans 
extended consists in commercializing these bo1;1d loans, rather 
than in letting them stand on their own bottom. 

This quotation continues: 
It was brought cut that a congestion of goolls has blocked the flow 

of trade, and that the situation wa so serious that some of 
the <?ldest. and sh·ongest merchandising firms in London will 
find It difficult to meet their obligations unless given relief. 
It was decided in the conferences that the clot of goods must be 
remov~d. Th~ general solution proposed was to ship these goods to 
cou_ntnes which have an exportable surplus- of raw materials, but 
which require credit and organization uch as can not be supplied 
adequately by private firms, but which could be dealt with if the Gov­
ernment enthusiastically assisted associations of business men. It was 
urged that the. Treasury officials had assumed an obstructionary atti­
tude to'Yard the British export credit scheme. It was decided that 
this attitude must be changed at once. The crisis in all its phases 
w~s presented to Sir Robert Horne, president of the board of trade, who 
wi;ll. set :the _pac<: for the other Government departments. The ad­
zrnm~tration lll liberal terms of money of credits already voted by 
Parliament: for meeting exactly just such a position will be pushed 
forwll;rd Without great delay. It is regarded as reproductive expendi­
ture lll the national interest, and bold policies on broad lines may be 
expected. 

The last and closing paragraph of this seems to me sh~uld be 
the attitude of those who have the welfare of this country at 
heart. It is as follows : · 

. T~e theory animating the whole pTocess will be that a pound of 
sterling spent abroad in creating conditions to rehabilitate exchange 
of goods and to restore the economic balance of nations will be worth 
10 pounds of sterling spent in the United Kingdom. 

~ Mr. Sil\DfONS. From what was the Senator reading? 
Mr. SMITH of South Carolina. I was reading from a com­

munication sent to this country by one closely associated with 
Lloyd-George and the Parliament of Great Britain, showing the 
policy of that country in regard to the pre ent crisis, which 
seems to be similar to that in this country. 

1\fr. Presiden"t, whatever else may be said, this fact tands out 
paramount, that the attitude of our governmental officials has 
gone further than I believe it should go. They started an 
avalanche which they are unable to check, and Congress alone 
has the power to restore confidence to the American people, by · 
showing that they are in sympathy with any move which will 
look toward aiding · them in getting their exports abroad, and 
at least receiving the cost of production in this country. 

Talk about there not being money! We financed a -$26,000,-
000,000 war in order to save our country from being ruined by 
the influx of an allen foe; yet, when the war is over, with our 
resources practically unt6uched, with our Tecuperative power 
unimpaired, with the development of our country still as poten­
tial as ever, we are confronted with the statement that we are 
powerless to even capitalize or even aid those who ru·e not only 
to spell the prosperity of this country, but upon whom the pros­
perity of the world largely depends. 

Wealth is not money; credit is an evidence of confidence, and 
real wealth is no more money than a biscuit is a gold dollar. 
We ha-ve destroyed the confidence of the people and of the com­
mercial and the financial world, and what we sbould do here in 
this body is to give voice to the sentiment that to the fulle t 
extremity this Government will come to the rescue of those 
who produce the raw material, who by the very nature of the 
case are the first to suffer. 

We do not even retard the operation of a natural law by 
any artificial laws we may pass, and things will mo-ve along 
the line of least resistance in every department of the universe, 
and the first to feel the effects of these Testrictions of credit 
and these demands that there be a contraction of the currency 
was the man who had no resources, but had the commodity 
which the other could realize out of, and, the consequence bas 
been that cattle and sheep and hogs, farm products in every 
form, have fallen below the cost of production, and the farmer 
left helpless and alone. We seem to hav~ forgotten that he 
made his crop at the peak of prices, and that his only way to 
recoup is to get out of the sale of this present crop at least the 
cost of production. He has no other way to recoup himself. 
Every other business has some manner by which it can r.ecoup 
its losses by sale; but the farmer, when he has made his crop, 
has in it the investment of the high-priced material that he 
made it with, and when he sells it at a loss, it is gone forever. 
It is for that class that I am standing here to-day and pleading, 
for the man whose crop is still to be sold, the man who is now 
obtaining a price that would not give him anything like the cost 
of production. 

The second part of this joint resolution, as pointed .out here 
by the Senator from Mississippi [1\lr. !IA:RRISON], was to call 
attention to the fact that the agricultural classes of this couri­
try, under the governmental function of the Federal Reser-ve 
Board, should be granted a lower rate of" interest on properly 
executed agricultural paper than any other class of our com­
mercial life, because upon them depends, in the last analysis, the 
ultimate success of every other business in this country. 

I do not belie•e tl;lere should be a modification of section 2, 
but I would not object if the desire of those who "·i ·h it were 
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carried out; but, so far as the intent and purpose of it is con­
cerned, it is as essential as section 1, to serve notice on the Fed­
eral Reserve Board that the people of this country recognize 
that agriculture is in a class t<;> itself and more helpless than 
others, and that therefore they should have a preferential rate, 

. in order to feed and clothe the masses of this country .and aid 
in feeding and clothing the starving nations of Europe. I be­
lieYe it would be a good business policy and a piece of good 
statesmanship if vre shoul<l furnish them money to nm their 
business ·without interest at all, because enough interest would 
be made out of the manufactured proceeds of what they pro­
duce to more than repay the country, and I hope, l\Ir. President, 
that both these provisions of this joint resolution will pass. 

It is · very easy for us to sit off at a long distance and talk 
about the farmer being independent, and talk about him taking 
along_ with other people his losses. There is not another busi­
ness in America to-day, practically speaking, that is not organ­
ized to protect it elf, except the farming classes of America. 
And whether you will have it so or not, Congress is the only 
organization the farmer can now look to for a fair and square 
deal in protecting him from the encroachments of organized 
power, and that is the reason these two amendments are here. 

1\Ir. Sil\11\lONS. 1\lr. President, I am pleased to note the 
strong expressions of approval on the part of Senators of the 
purpo e of this resolution. Its passage will bring about what 
I, with certain other Senators, sought to accomplish last sum­
mer, and will, I hope and believe, help the farmers of the coun­
try to protect themselves fn some measure at least against 
further losses from the condition it seeks to remedy. 

I do not share the doubts entertained by some as ::o the 
efl'ecti~eness of the revival of the War Finance Corporation for 
the purposes expressed in the resolution as a means of mitigat­
ing the agricultural situation, nor do I share the apprehension 
likewise e~-pressed that its revival will involve the withdrawal 
of large sums from the Trea ury needed to meet the obligations 
.of the Goyernment. . In support of these doubts and apprehen­
.sions it is said that the only fund that will be practically 
available to tile corporation, if revived, is the $375,000,000 now 
standing to its credit on .the books of the Treasury, and ns to 
this fund it is claimed that while its withdrawal for this pur­
pose at the present time would be embarrassing to the Treas­
ury the amount would be inadequate to accomplish any sub­
-stantial relief. 

It is also argued that the comparatively small amount loaned 
by thi corporation during the war, when operating under its 
.war powers, to banks on advances made by them to industries 
'"hose operations were necessary or contributory to the war 
show it was not a potential factor in accomplishing its original 
purp:>se. Again, it is alleged that the even smaller amounts 
-loaucu by it to finance our exports under the amendment to the 
original act of lllarch 3, 1919, was of little a sistance in promot­
ing and facilitating these exportations. 

In my judgment, none of these ·several contentions are just~­
·fied by the facts. Let me briefly review the situation with re­
-spect to these several matters: 

When this Government~owned corporation was created the 
war · industries it was intended to aid were having serious 
difficulty in getting advances, either from banks or from private 
inYestors, because they feared · in the conditions then existing 
they wauld be unable to rediscount their paper. 

But when this corporation was organized for the purpose of 
financing these very industries with the Government practi­
cally. behind it, with a paid-in capital of $500,000,000, all sub­
scribed and owned by the Government, and with a potential 
loaning power of $3,000,000,000, these apprehensions were re­
moYed, and the re ulting confidence produced a situation with 
respect to credits which made resort to the 'Var Finance Cor­
poration unnecessary, and as a result of this psychological ef­
fect the corporation was called on but to a limited extent for 
help. · · 

Again, shortly after the armistice, we were suddenly con­
fronted by a serious situation in our foreign trade on account 
of the unsettled conditions in . Europe. Exportations of our 
products to those countries was arrested because of the inabil­
ity of the banks and private investors to extend · the credit 
needed to enable these countries to buy our products. To meet 
this situation, on March 3, 1919, we amended the act creating 
this corporation, and it was authorized to extend credit to 
banks making loans to finance exportations. The psychologi­
cal effect in this instance, as in the other instance I have just 
referred to, was the same. It inspired confidence in invest­
ment in securities based .upon bank adYances on exports and 
it wus again found unnecessary to resort to the corporation 
fer any great amount of cr·edit. 

The same thing .happened sllortly after the beginning of tile 
European war, when, on account of the temporary embargo 
upon exportations of our agricultural products, the price of 
these products fell until there was practically no market for 
many of them. This was especially true with reference to 
cotton. There was practically no buyer on the mai·ket for it . 
Cotton fell to 5 cents. That meant there cea ed to be a 
market for cotton in this country. '.fhat, of course, created a 
situation in the South both grave and menacing. To meet this 
emergency and avert this threatened disaster the Secretary of 
the Trea Ul'Y, l\1r. 1cAdoo, announced that he was prepared to 
deposit $500,000,000 by way of deposit in the banks of the 
South and the West, if necessary, to protect the cotton and 
wheat growers, not to withhold these products from the market 

. out hold them until there was a market for them. The effect 
of this action of Secretary McAdoo was electrical. .Banks 
and the private investors came at once to the relief of the 
farmers, and, as I recall it, it was not necessary for the 
Secretary to deposit but a very limited amount-abol.lt fifty 
millions of the sum mentioned-for the purpose of protect­
ing the farmers in these sections f ·om threatened ruin. 

Mr. President, until about the middle of l\.lay of this year, 
when the Secretary of the Treasury, l\Ir. Houston, suspended 
the operation of this corporation under the amendment of 
March 3, 1919, we were having no serious difficulty about 
financing our exports, and the business of the country 'vas 
moving smoothly. Shortly after this corporation ·ceased to 
function business and credit conditions began gradually to 
become unsettled and unsatisfactory, and conditions grew 
rap:.dly worse when in September the Federal Re erve Board 
promulgate(} certain suggestions to reserve and member banks 
intended to bring about deflation and restrictions in credits. 
1\lr. President, as a result of the present financial and credit 
situation the farmers are threatened with. ruin largely because 
of financial and e}.--pQrt conditions practically the same as 
ex:ste<l at the time the adoption on March 3, 1919, of the 
amendment to the finance corporation when l\Ic.Adoo came to 
their assistance in 1914. Early in September the Secretary 
of the Treasury was appealed to to revive this corporation 
that it might function in the emergency then so ominously 
threatening to bankrupt the farmers of the South. 

It was urged in this behalf that the crops were just beginning 
.to move and that it was of the utmost importance that the chan­
nels of foreign trade in these products should be kept open. At 
the same time a relaxation in the restriction on credits was 
_urged upon-both the Secretary of 'the Treasury and the Reserve 
Board. Now, l\lr. President, the farmers· of the country believe 
that if the 'Var Finance Corporation had then been rehabc·­
tated and the stringent rules of credit had then been modifie<l 
in behalf of loans made to enable them to have protected th~m­
selves temporarily until market conditions could be stabilized, 
_while there doubtles would have been sub tantial reductions in 
the price of farm products, the disastrous slump which followe<l 
his refusal would have been avoided. 

The present distressing situation of the farmers does not 
affect agriculture alone. It affects pr.actica1ly every other in­
dustry in the country. It is estimated that as a result of these 
conditions our farming population has suffered a loss in pur­
chasing power aggregating between six and eight billion dol­
lars as compared with last year. It is impossible that this con­
dition should not affect those engaged in other industlies. 
Every man engaged in making and selling good and wares will 
of necessity feel the effect. If the farmer is ruined, the manu­
facturer, the merchant, the wholesaler, tlle jobber, and the 
laborer will have in the end to bear their sllm·e of the general 
depression which will follow. For a time they may minimize 
or ward off the blow, but it will inevitably come. 

Those of us who are advocating this measure believe tllat the 
rehabilitation of the War Finance Corporation, tllus affor<ling 
the farmers of this country a credit to which they can resort of 
one and a half billion of dollars and a reasonable modification 
of the credit policy of the reserve banks in behalf of agricul­
tural products, will materially help in the present situation. 
If this legislation was intended or calculated to help the 
farmers alone or to help them to the injury of some other in­
dustry or interest, ' it might be open to the charge that it 
is class legislation, but it is not and does not. It is not class 
legislation to help the farming industry, becau e this legi.la­
tion in helping this basic industry to protect it elf against ruin 
and keep on its feet will at the same time hel11 to relieve the 
universal depression in e~ery line of busine s which in a large 
part has been brought about by the overwhelming misfortune 
which has befallen our agricultural population and the disaster 
which is certain to befall every industry if help is not promptly 

. \ 
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e:s:tended to the producers of the raw matenal essential to the the InJury of the consumer· n·ot overlook the fact that those 
other· great industries of the country. _who are now buying it for half cost are mmb more likely in 

1\Ir. President, I wi h to address myself for a few minutes to_ due time by the same process to e:s:ploit the Ct'nsurner to a much 
the suggestion and argument urged here and elsewhere that the greater extent than the farmer could. -
rehabilitatiQn of the War Finance Corporation will mean the The PRESIDING OE'FICEH (l\ir. DrAr. in tbe chair). The 
withdrawal, greatly to the embarrassment of the- Treasury, of question is on the amendment offered by the Senator from 
large sums of money on deposit in that institution of the Gov- Georgia [1\lr. HA.RRrs]. 
ernment to its credit. I do not believe there is anything in this Mr. THOMAS obtained the floor. 
contention, because I do .not believe it will be necessary for that 1\lr. SPENCER. Will the Senator from Colorado allow me 
corporation, if reestablished, e:s:cept for a \ery short- period in to present at this time a proposed amendment to the joint 
the beginning of its operations, to withdraw from the Treasury resolution? 
any considerable amount of the $385,000,000 now to its credit~ 1\lr. THOMAS. I yield for that purpose. 
Of course, I know it would be inconvenient, not to say somewhat- 1\fr. SPENCER. I send to the desk a proposed amendment in 
embarrassing, at this ·time to have that amount of its funds the nature of a substitute for the pending joint resolution 
now available to meet current expenses of the Government \\hich at the proper time I shall move. ' 
withdmwn for other purposes. I realize that. The amendment intended to be proposed by l\Ir. SPENCER is 
· But, as I have said, I have no idea that that '\\ill be neces- to strike out all after the resol>ing clause and insert: 
sary, and I am confident whatever part of it may have to be That ·in the judgment of the Congress the War Finance Corporation 
temporarily withdra'\\D will be returned as soon as the cor- should resume its operations. 
poration can get its machinery in active operation again ana SEC. 2. That the Federal llPserve Board should fully cooperate in 
place its bonds on· the market. such renewed activities of the War Finance Corporation. 

There will, I think, IJe no difficulty now, as there was none l\Ir. THOMAS. l\Ir. Pres:dent, the address of the Senator 
when it heretofore offered them, in selling the bonds of this cor- from North Carolina [l\Ir. Sn.rMoNs] indicates the excitement 
poration. It is a corporation every dollar of the capital stock of under which the Senate, in common with tile country is now 
which is owned by the Government, and while the Government laboring. It will explain, and poss:bly excuse, the sp~ed with 
is cot legally liable, there is a general feeling that the Go>ern- which the pending joint resolution has been reported out of 
ment is morally bound, and therefore would not allow any the committee and laid before the Senate for immed:ate con­
holder of its securities to suffer loss. This corporation, if re- sideration. It discloses a state of mind almost h,:sterical- in 
vived, will, under the amendment of l\Iarch 3, 1919, have author- character, under the influence of which we· propose 'to legislate 
ity to issue bonds to the amount of a billion dollars. l\lr. in the direction indicated by would-be benefic:aries and take 
Meyer, the able former managing director of this corpor3.tion, chan~es upon a successful issue. We are not d~spasslonatelv 
in his statement before the Agricultural Committee, said it sold considering a very important proposal by giving it that careful 
while in operation abouc $200,000,000 of its bonds without seri-• and exhaustive investigation which should precede any measure 
ous trouble, and predicted an easy market for them now. But d.esigne~ to bring the GoYernment to the financ:al a:d of a por:. 
it i said that bonds may not sell so easily now as then. l\Ir. bon of 1ts people at the expense of the remainder. 
President, if not, why not? Certainly not because of any lack At the last session of the present Congress the quest:on of 
of available money, for there neyer was as much money in the the h ;gh cos~ _of living constituted one of our great problems, 
Un ted States for investment in safe securities as there is to- and each. political party '\\as cast!ng or attempting to cast upon 
day. It may not be in circulation, unfortunately, but it is the o~her the respons:bility for its existence., For a period long 
here in e>en larger quantity than last year, when everybody's antenor to the commencement of the German war .the country 
pockets were bulging with money and our eilormous excess was confronted with a continued and progressi>e r: se in prices, 
of exports llas increased the amount then in pocket. The under the operation of which the great majority of the Ameri ­
funds available from the sale of these would make this corpora- can people were suffering and some of them intensely. Those 
tion abundantly ab:e, in cooperation with the Edge law export li>ing upon fixed incomes, upon salaries, and upon wages found' 
corporations recently authorized and that now are being formed it difficult to meet the requirements which these prices imposetl 
in the different sections of the couutry, to finance the situn- upon the necessities of life, and their sufferin"' w~ almost 
tion we have now under consideration. universal. They erroneously held the Go-,ernme~t respons ~ b1t• 

:Mr. President, without reference ·to the cause of the trouble for th~se conditions and clamo1~d for reUef, a clamor to which 
I think no one acquainted with the facts will· deny the serious we qmte as erroneously responded, sometimes by the enact­
plight in which the agricultural classes to-day fiud themselves. ment of le~islation aimed at its consequences instead of it::; 

Bad as it undoubtedly is in the gralu and live- ~ tock produc- causes. 
ing sections it is even, as I ha>e before intimated, worse in Some of us thought that these inflated price conditions could 
the cotton and tobacco growing States of the South. Indeed not continue. Some of us warned the country from this floor 
it '\\Ould be difficult to overstate the seriousness of the situa- that ~e ! eaction woul~ come, inevitably, and with it a period 
tion which confronts the farmers of these States. of suffermg, and possibly of disaster. ·'Ve were justified in 

Such part of their crops as they have by _ force of circum- this attitude by the history of other nations and of other crises. 
stances alreudy been compelled to sell, has brought less than We called attention to the operation of a law as inexorable as 
one-half the cost of production and in many cases less than the the law of gravitation, and to the folly of avoiding or repealing 
cost of the fertilizer used in their production, and if they are that law by hum.an st~tutes. We realiz~d that the evil was ri 
forced to sell the balance for prices now obtaining the part great one. In discussion the cause of It was frequently, per­
unsold will Jikewise fall far below the cost of production. h~ps I may say genera~ly, ascribed to the speculato.rs and the 

The tenant classes, and they are numerous, who raise their profiteer~, to the corn~~mg .of the market, and sometimes to the 
crops largely under mortgage or lien, have in most instances I dest.ructwn of necessrtles m or. der that the supply might not , 
llad to turn over their whole crops to the fertilizer and supply overco:ne the clema~d. . 
men and a·re left practically without anything to start upon the . fl~rmg the c~mpaign th~ ~~pubhcan P~·ty charged !:h~ Demo­
next crop: The landlord, who generally indorses the obliga- cratlc Party_ With respons.rbrhty for the high cost of.llvmg, and 
tions of his tenants for fertilizer and supplies, in wany in- ~eem to ha-'i e prov:n then· case pretty effectually, 1f one may 
stances finds the liability thus incuiTecl exceeds his rents It can JUdge from the ultimate result. The Democrats countered by 
not be sai<.l in any true sense that there is or has bee~ during the same p~·ocess of c~imination ~nd recriminatio~, but all con­
this fall a market in the South for eitper tobacco or cotton. tended agamst the eTIL Inasmuch as !he Republlcan pla~form 
r.rbe extreme money stringency which has prevailed there since has been confirmed by the popular verdict, I · may refer to 1 t: 
early in September has driven from the markets to a great ex- The prime cause of the'.' h~gh ~ost of living". has been first and fore-
t t th 1 l ll l 

. d d t b l ~ most a 50 per cent deprec1at10n lD the purchasmg power of the dollar 
en e oca or so-ca ec m epen en uyers w 10 have hereto- due to a gross expansion of our currency and credit_ Rerluced produc~ 

fore bought and exported largely of these products, thus main- tion, burdensome taxation, swollen profits, and the increased demand 
tainiug cornpetitive connditions and stabilizing the market. for goods. ari~ing from :;t fictitious but enlarged buying power have 

\~7hatever the cause of these conditions and whoever mav IJe been con~rii.mtmg causes m a greater. or less degree. . , · . . 
resvonsiblc for them, I think it will be admitted they lend . That 1~ bu.t ano~her .way of say~ng _tha~ the h~gh c?~t of hvmg 
themselves to the exploitation of the speculator and make easy -n:as due ~o. mfl.atiOn, and of course 1t was more largely due to 
the monopolization of the market, if it may be called a market, that eond1t10~ than to any o.ther. 
for the product by a few great exporting and industrial corpo- Then follo~s a condemnatiOn of-
rations back~d by uplim.ited money and credit, who deal in The unsound fiscal policies of the Democratic administration, which 
th 

have brought these things to paRs, ancl their attempts to impute the 
ese raw commodities, and invites a drive to capture the· consequences to minor and sPcondary causes. Much of the injury 

crops of this great. section of our country at sta rYation prices. wrougl1t is irrep:nable. /'There is no short way out, and we decline to 
Let those who fear if money is loaned the farmers on their deceive the people with -vain promisPs or quack remedies. But as the 

cotton they will hold . it from the market for hr" £:her· pr·r"ces to political party that throughout it~ history has stood for honest money ~ and ound finance, we pledge ourselves to earnest and consistent attack 
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upon the high cost or living by rigorous avoidance .of fu!ther infiat~ou 
in our Government borrowing, by courageous and mtelligent ~etlatlon 
of overexpanded creuit and currency, by encouragement of heightened 
production of goods and services, by prevention of ~easonaple profits, 
l.Jy exercise uf public economy and s~imulatlon of J?riVate tbrlft, and by 
revision of war-imposed taxes unsmted to peace-trme economy. 

l\1r. l\1cLE.A......~. l\fr. President, which platform is that? 

I 

mu-ch attention to the rate of discount he pays, providing lle 
can get the wherewithal to make his venture, while the real 
business man is discouraged from investing at the high rate of 
discount? 

l\lr'. THOMAS. This is the Republi~an platform. 
Mr. l\lcLEA ..... ~. The other is Yery much the same. 

Mr. THO:.\lAS. lli. President, the speculator flourishes in 
times of inflation. He is as much the natural product of an 

- inflated credit condition-which, of course, means high prices­
as maggots are the product of a decaying carca s. The specu­
lator is not the cause, but the consequence, of this plethoric 
condition of credit nncl of finance. 

lHr. TIIO.MAS. Oh, yes. The only difference is that each 
seeks to " pas · the buck " to the other as regards the responsi­
bility for these conditions. 

~lr. Sl\ll'TH of South Carolina. So far as the bu~k will pa s. 
::\lr. TH03ll.S. Yes. 
Then follo\\""'S n condemnation by the Republican Party of 

the Democratic Party for "failure impartially to enforce the 
antiprofiteering la-ws," to which the Democrats counter by pledg­
ing the party to-
a policy of strict economy in Government . . expenditures :tnd ~o the 
nactment and enforceme-nt of uch 1egi Iat1on as may be reqmred to 

l>ring profiteers before the bar of criminal justice. 
'The same old cry, so far as strict economy is concerned, on 

the part of both parties. It is remarkable that the people have 
stood the repetition of that rot so long. There is no intention, 
no d ire, no purpose on the part of either of the great parties 
to practice economy, and the people would not let them do so 
if they attempted it. 

l\lr. Sl\liTH of South Carolina. 1\lr. President, if the Senator 
will allow me in 1909 and 1910, I believe, I served on a com­
mittee inve tlgating the high cost of living-€ven at that 
time. 

l\lr. THO-::\IAS. Oh, as I stated at the opening, the high co t 
of living has been a problem growing out of a conditiorr that 
beooan to manifest itself long before 1909, du~ Yery largely 
to b inflation as represented by our constantly increasing in­
debtedness~ I mean State indebtedness, public-utility indebted­
ne s Ulld municipal indebtedness-and al o by an extension of 
the 'activities of the Government, requiring added .revenue, 
and consequently added sources of revenue, for the National 
Treasury. · 

l\lr. President, in the discussion of this subject-that is to 
say, the high cost of living-which used to ~me _up here every 
morning, we were sub tantially agreed that Inflation must cea e 
before high prices would disappear or even qwindle, and we were 
a1 ·o a crreed that production on one hand and thrift upon the 
other ;ere the essentials to this change, and we also advised 
the publi not to buy when they could help it. I had the honor 
to make a speech upon that subject, I think last April, which 
attracted some attention throuoghout the country, and which 
succeeded the so-called overalls program, aimed at this identical 
condition, and as a protest against the price· of clothing. It 
seems that the people to a far greater degree than 'we suppo e<.l 
have followed the advice thus given, so that a decline in the 
retail business of the country soon became apparent. It may 
be that instead of following this counsel the purchasing power 
of the consumer has reached its climax; but, at any rate, the 
change came, and about that time came the collapse in Japan, 
where the identical preceding conditions had been in operation 
until the commerce and the buying power of the people could 
stand it no longer, whereupon the banks were obliged to curtail 
credit, the ,. huge structures of speculative bu iness collapsed, 
and that great empire found itself in the throes of a panic. 
AO'ain the warning was sounded in this country by its thought­
ful and experienced people, who perceived in this the beginning 
of the change soon to occur in our very midst. 

About thi.s time the Federal Reserve Board raised the rate 
of di count, if my memory serves me correctly; and, with all 
due respect to the opinions of Senators differing from me be1·e, 
I think the only mistake made by that board was in post­
poning uch action so long. If this new system of banking is 
to function as it was designed to function, then it must exerci e 
its power to raise the rate of discount for the purpose of pre­
venting speculation and reducing credit , just as it is expected 
to relax that policy by a reduction of the rate of discount when 
more money is needed and greater credit should be extended; 
and, in my judgment, no man familiar with the condition of 
affairs in this country from the armi tice up to that time can 
E.UC(!essfully deny the proposition that our credits, both public 
and private, had swol1en almost beyond endurance. 

l\Jr. SMITH of South Carolina. l\lr. President, will the Sen­
a tor allow me to .. .ask him a question in reference to the raising 
of the rate of rediscount? 

~Ir. THO)J..A.S. Certainly. 
.Mr. S~HTH of South Carolina. Doe not the Senator think 

that raising the rate of discount is almo t a useless method Of 
eeking to discourage speculation? Is it not true that you 

intensify ~peculation, because the speculator rarely pays very 

I agree that the mere act of i.ncrea ing the di count rate does 
not put a stop to speculation; but I was about to say when the 
Senator interrupted that the Federal Reser-re Board did more 
than that. It caused intimations to be made whereby the lend­
ing of call money for speculative purposes upon the exchanges 
in New York and other cities was for the time being termi­
nated. I wish there were some way of prohibiting entirely the 
making of loans for tho e purposes. I do not know that there 
can be; but the 1·emarkable feature of this measure, and .of the 
days that have elapsed since this ession of Congress began, 
is that we seem to have reversed our proce ses, and instead of 
denouncing the high cost of living we now propose to mobilize 
the assets of the Nation for the purpo e of prolouging its 
dominion. · 

1\Ir. 8l\1ITH of South Carolina. If the condition now is 
worse than the other, why not go back? 

Mr. THOl\IAS. The condition now here may be -.;,·orse than 
the other. 

l\lr. Sllll'l'H of South Carolina. It seems o to me. 
1\!r. THOl\l..A."S. But it is. as ab;~olutely tmavoitlable-­
~lr. SMITH of South Carolina. \\'"hy unavoidable? 
l\fr. TRO:MAS. It is a ab olutely unavoidable a is the pen­

alty thn.t comes always to man for the violation of a f-un<lu­
mental law. I have heard a numher of c~m es a cribed fQr 
this unfortunate condition. The Senator from South Carolina 
a cribcll it to the a~tion and pQlicy of the Federal Reser\e 
Boa.rcl. 'l'he Senator from North Carolinij [l\lr. Snn.roNs] sees 
a huge financial conspiracy, which has culminated, or is about 
to culminate, in the ueAruction of an e ential cia s of a great 
national community. 

. "\\e can easily determine the caU.EP., 1\lr. Pre ident, by a 
review, ho"·evcr hasty, of ·tJ1e action of economic li:nr in other 
times under similar condition., and I affirm that there has 
never been a period in the history of civilization in which great 
periods of inflation and peculation have not inevitably bronght 
about panics, depresRion, uffering, disaster, and despair. If 
Senators familiar with history can place their fingers upon n 
solitary exe~ption to this sequence of cause and effect, I "ill 
confess tllat I might be mistaken. I have not been ahle to 
find one, and I have been curious enough to read economic his­
tory f1'om the days of the feuP.al system. 

The ~ars of the Spanish Succe sion, away back in the fir t 
part of the eighteenth century, in the pro "Cution of which 
Great Britain conh·acted an enormous debt, for that periou­
a debt, by the way, ~hich he has not yet paid and which he 
never will pay-brought this statement from the Craft man, 
published i.n London, in 173G, orne time after the return of 
peace: 

The vast load of debt under which the nation still gr(l nns iR t be 
source of all thQse calamities and gloomy prospects of which we ha ve 
so much to complain. To this has been owing that mul tipli city of 
burdensome taxes which have more tba.n doubled the price of the com­
mon necessaries of life within a few years . and thereby distres. ed t he 
poor laborer and manufacturer, disabled the farmer to pay his rent, 
and put even the gentleman of plentiful estate under the greatest diffi­
culties to make a proper provision for his family. 

The student familiar with Allison's History of E~rope need 
not be told of the con equences of inflation caused by the 
Napoleonic \Yars. They paralleled tiiis situation, and, ~hat is 
wor e, they were accompanied, which I trust will not be the 
ease here, by bread riots, insurrections, and other re"Yolts against 
authority and again t social and economic conditions, by those 
.. u:ffering from their consequences. The resnlt of the Frnnco­
Prussinn \Var, not quite so -extreme, was of similar charactPr, 
n.nd we, Mr. President, nfter our vnst expenrlitures in the Civil 
\Var in the early sixties, ha<l our period of inflation, both of 
prices and of speculation, followed by an effort at deflation 
shortly after whic-h came the terrible panic of 1873, a pani<' 
which reduced the agricultural classes to tlle lowest depths of 
dependence and poyerty; a va.nic which clo ed hundreds of 
banking institutions; a panic which placed a pall upon ow 
manufacturing industries from >rhich they did not recover until 
1879; a panic whose immediate and {!isa trous COB.Sequences ex­
tended tllrough four or five long years of di cipline and Of 
suffering. 

"\\e discovered by bitter experience that the way of extrica­
tion from the morass was to -work and save and do what we 
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could to rescue as much as possible from the disaster of the 
wreck. Dependent upon that self-reliance and confidence in 
the individual which is the glory of the Anglo-Saxon, we re­
trieYed our fortunes and regained our normal prosperity. 

l\Ir. FLETCHER. The Senator will not forget the Black 
Friday of 1869? 

JUr. THOMAS. No. That preceded the panic of 1873. That 
was one of the dire consequences not only of inflation, but of 
speculation, and was the result of an effort to secure a corner 
in gold, which commanded a premium, and the use of which in 
our foreign exchanges and for the payment of our national obli­
gations was absolutely essential. 

But the panic of 1893 followed the wildest days of speculation 
and inflation I ha\e ever known, chiefly in real estate, through­
out the country. I know everything east of Denver on the 
plains was laid out in town lots until we met a similar exten­
sion from Kansas City, and it is said that a woul<l-be purchaser 
was shown some lots by a Kansas City real estate dealer duling 
that period, which he ueclined to buy, and came to Denver to 
look for a better bargain. His Denver real estate dealer took 
him out and showed him the identical lots, which seemed to 
form part of an addition to both of j:hose great cities. 

From 1887-and there was a little flurry then-to 1893 we 
indulged in an orgy of deYelopment and of speculation and of 
inflation. Then came the harvest of suffering and of tears 
which paralyzed tile business energies of this country for se.v­
eral years afterwards. 

Talk about the farmer-in our section of the country it 
wiped him almost from the map. 

1\lr. SMITH of South Carolina. It always does. 
1\1r. THO:~IAS. The story is told that in 1894 an old farmer 

concluded to sell his 160 acres if he could find anybody \\hO 
was fool enough to buy it, so one day he met a tenderfoot with 
a pony, and he asked this fellow who had the pony if he would 
trade his pony for some real estate. He said he would. So 
the farmer offered him 80 acres for his pony, and when the 
deed was drawn he found the fellow could not read, so he just 
rung in the whole 160 acres on him, and thus got rid of his 
encumbrance entirely. 

Now we are face to face with an identical situation, and we 
are confronted by a resolution designed to overcome it contain­
ing a preamble reciting that this is "unprecedented and un­
paralleled." There are plenty of precedents and plenty of 
parallels, and there always will be so long as man is foolish 
enough to pay no heed to the signposts of histm~ and the 
teachings of economic law, which we can no more violate with 

• impunity than we can the laws of gravitation, or the laws of 
the tides, or any other of those great and immutable rules by 
which nature and economics are governed. 

I think, Mr. President, that one result of this measure, which 
is bound to pass, will be to penalize the thrift we have been 
preaching, by taking away what we have been able to save 
during this period of high prices, and turning it over to those 
who have been unmindful of conditions, not alone the agri­
cult-urists, but others who are just as much entitled to the 
guardianship and protection of the United States as any others 
of its citizens, if that be one of its functions. -

1\lr. SMITH of South Carolina. The Steel Trust, for in­
stance. 

l\fr. THOMAS. No, not the Steel Trust; yet I may say that 
if we are going into the business of indemnifying losses, we can 
not particularize between citizens, no matter how far apart 
they may be in the matter of earthly possessions. 

But I call to mind tile fact, Mr. President, that there are in 
this country a yast number of manufacturers with immense 
quantities of goods on their hands that cost infinitely more 
than the price of production, who are to-day facing bankruptcy, 
which is bound to overtake a great m~ny of them ; and I con­
tend that those people are just as much entitled to the oyerlord­
ship of the Government as are the farmers and the raisers of 
other products, because their work, although not as essential, 
of course, to our physical existence, is as essential to our mod­
ern civilization as any other pursuits. What are you to. do 
with these 2,000,000 men who are out of employment because 
of the shutting down of these places, due to the lack of orders? 
Do you tell me that a man who has a family and who depends 
upon his everyday work for their support, and who is thrown 
out of employment is not also entitled to Government protec­
tion, if we are to extend it as is proposed here? Where will 
you dare to draw the line? 

Jl.fr. President, if I had time I might run the whole gamut 
of society, and I think demonstrate that when the Government 
goes into the business of paternalism it can play no favorites. 
If it does, it is bound to have trouble, and ought to have 
trouble, upon its hands. 

'Vhat do we propose to do here? First, to revi\e the activi­
ties of the 'Var Finance Corporation," and that said corporation 
be at once rehabilitated with the -view of assisting in the 
financing of the exportation of agricultural products to foreign 
markets." 

I think I would support that, not because I believe it will 
prove to be the remedy desired, but because I have the very 
highest opinion of the ability and business efficiency of Mr. 
Eugene l\leyer. I have great confidence in his judgment as to 
what can be accomplished by the revival of this institution. 
I am sorry that l\lr. l\leyer in his testimony referred, in a some­
what undignified and unjust way, to the statements of the 
Secretary of the Treasury, who in my judgment is an honest, 
conscientious, capable, and patriotic offici~l, a man who has 
done and who will continue to do his duty as he sees it; who 
does not pretend to infallibility, but who is entitled to that 
respect and that consideration to which every honest man is 
entitled in official life, no matter what his politics may be. But 
I do not believe, fr. Presidef!t, that this experiment will greatly 
relieve the situation. 

In the first place, the United States must borrow $380,000,000 
or its equivalent, and that at a time when it is itself faced, 
according to the statement of the Senator from North Dakota 
[Mr. ~IcCuMBER] ye terday, with a deficit of one and three­
quarter· billions of uollars on the 30th day of next June. 

I say it must borrow it, because it appears from the state­
ment of the Secretary of the Treasury that this sum, at the 
time the activities of the War Finance Corporation were sus­
pended-and that is also sustained by the statement of Mr. 
Meyer-was transferred to another fund, and I think credited 
upon · the national debt. Now, if a banking institution has a 
capital of $380,000,000, which capital is hypothecated, we will 
say, or removed or changed or diverted or converted to some 
other purpose, it is exh[iusted, and the only way to restore it is 
to restore it. I do not know how that can be done except by 
u.sing the credit of the United States for raising that amount 
of money on bonds. I do not care what you call it, it 
must be money or its equivalent, and if this disaster is so 
enormous, and I have no doubt it is, pray tell me to what 
extent this borrowed $380,000,000 will go toward the process of 
resuscitation? 

Do not forget now tllat the agricultural interest is only one 
of many that are clamoring here for relief. Even the Sen­
ator from Utah [l\fr. SMOOT], usually cool-headed and retaining 
his presence of mind, is hysterical enough to tell us that the 
wool industry will peri1'h unless we place an embargo upon the 
importation of all other wool. That industry is coming here 
for relief. So is the live-stock industry, and these will be fol­
lowed in their train by a multitude of others, using this prec­
edent and invoking the agency of the War Finance Corporation 
for its preservation. _ 

Why, this $380,000,000 will be so relatively insignificant that 
I venture to predict that before the winter is over we will be 
called upon to supplement it several times over. It is a pretty 
big job, even for the United States Government, to take care 
of the personal fortunes, amend the commercial casualties·, 
repair the business and productive failures of 105,000,000 peo­
ple, and especially when it is itself so overburdened with . debt 
that it is almost as bad off as those it would seek to relieve. 

There is no one here, and by that I mean no one at present 
appearing in Washington, ·lobbyist or otherwise, who seems to 
have much concern about poor old Uncle Sam. I read a state­
ment in the Literary Digest a little while ago that there are 125 
lobbies in Washington. President Wilson got after what he 
called an insidious lobby in 1914 and cleaned it up, as he 
thought; but that seems to have been merely the prolific parent 
of a brood of lobbies, representing races, business pursuits, so­
cial, philanthropic, economic, and other activities, all of them 
clamoring for Uncle Sam's money and assistance, and none of 
them particular about the consequences of their success to the 
Federal Treasury. 

I do not know what the result will be, but if when we add 
to our deficiency and to the capital of the 'Var Finance Cor­
poration $2,450,000,000 which the House has voted for a bonus 
and which is to be pressed upon the consideration of the Sen­
ate, thus creating, if it passes-and it will pass if a roll call 
is demanded; I will gamble my soul on that-that much more 
debt to be added to this poor old ·gentleman's ever-increasing 
burdens, where is he to get all the money needed for the War 
Finance Corporation? The Senator from North Carolina [Mr. 
SIMMONS] says there is more money in the country than ever 
before, and that -is true; but the Senator from South Carolina 
[l\Ir. S:lliTH] says it is the biggest coward in the world, that 
there is nothing so timid as capital. 

l\fr. SMITH of South Carolina. That is true. 
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l\lr. TUOliAS. :u is. true so_.m.eti,mes ~ s.o,JAetime::J there is ·national trade is simply exchange, an.d only bnJances at·e paid 
nothing more red:~e. ~t i eith~· one or the other~ it goes· for in casb. We. can not&ell our goods to Ge~·mapy-and I spe~ 
from one extreme to the otb.er. ~ut none o:f ~t is liable to be of Germa.I).y ~~au.se it is the prinej_pal commercia~ nation. with 
inYe tetl where a rea.s~mable ceJ:tainty of :;!. :(air. p~:ofit is not it\ which w~ have ~o dea.I on the Qontinent-because Germany's 
ight. We can stretch the credit e\en of the Government of the power to purchase ha~ practically disappeared; it is merely 

Ut)ited States. until i~ s.nap , anll we are. making a good start negligible; and, inasmuch as the commercial structure of centt·al 
in that direction. Euro:J?e is based almost entirely UJ?OU that of the German Em-

What the. Qext Con~ "\\'ill do I do not know, and for pire, the same condition applj.es to the newly created natLons~ 
what it doe do I shall not be responsible, thank God, even in. and largely to Austria and more largely to Italy. 
part. I ha,-4:} no doubt that it will enact a. ta.I;iff law that will. l\It\ President, we have spent several monthB in this distln-

lnuke poor old ~l\.1drich green with envy, if indeed he does not guished body since the war in discussing one part of the German 
tu.rn in his gra\e. I ha\e not a doubt that everytlli.ng will be treaty, and we have been so inteQ..t UJ?OQ. our controversy over 
prote<;ted that is not embargoed, ~cl betw~en the. embargo ~d that part that we have paid little or no attention to the main 
the prohibitive. tariff we will then enter upon a career of in.ter- body of the treaty itself. 
national trade and exchang-e in which, we wiU selL to the rest A recent book published by Mr. John F. Bass, and entitled 
o:t: the world and let them do the buying amonO' themselves. "'l'he Peace Tangle," to my. mind the most important conh·ibu· 

That rell)inds me, l\1r. President, just here o:t: the testimo.ny, tion thus fat J:Ila.<te to the literature of the su,Pject, ei;Upll!l.S~es 
of 1\lr. Scroyer, a very estimable farm&~ from :Nebraska, who, the deplor~ble, fact t}J.at the: pea~~ con,feren.ce was totally in­
it seernB, has- been a Democrat, but now is- a. Republican, b~- different to the economic situation :iJ;l Eln~0pe. and to tb.e 
cause be wants a tariff on corn and· wheat and everything that economic conseq-q,enc~s of the peace it negotiated. 'l'hey created 
the farmer produces. &peak.in~ of his surplus, on page 9 he new sovereignties ®.ct t:ri.ed to fix; tb.,eir bQu.ndaJ;'ies. They 
says.: penalized Ger:many ~nd Austria tbe latte.c almost to ~ point 

we want bnm€Qiate export. u you want t'Q m;.tke provisions for a of extermi.Qation. But they took no note of that g:reat econom\c 
relief, we want the- iedera1 land banks restored. We. had that, and structure, t.he-truit of t.heexperieuce o:( nearly a century, wbich 
that gave some relief. had. been built up in centra) Europe by nations inte~·dependent 

Then again. he demJIDds export He want. an e:x;port of hi:s upon eaeh otb.er and connected or lin.ked, toget]ler by a s rie.s 
surplus and demands it at once. J;n other words .. this gentle- of natural streams, of canals, and of railroads. The Allies 
man r presents a prevailing idea that we can penalize t}Je were so intent, in oth.er words, upon inc1emmties, upon disarma­
products of other co_untries wi,thout at a.U a.ffec_ting the sa.le ot ment of the erstwhile foe, and up~n, tl}e creation of :u.ew ~ov­
om; products to thei;TI. We are going to nut ~u. embar_go. u_poQ ereignties that th,ey lost sigb,t of ~t more fundamentally im­
wool-there is no- dQubt about that, I thjnk-a.nd I hay~ 1-e-- po:r;tant condition, the need of wbic;ll to t)J.e peace a.nd pros­
ceived letters, and 1 have no doubt· others. ht1, -e, demanding.- perity and .. h~ppi.ne~ o:e peo.(>les is absolutely indispensab'e 
emba.rgoes upon other things, upon the pr._incipl~ that if it is_ TJ;Le consequenc~ Ls that the_ econ.omic structure and po:Uc o:t 
good to emb~rgo wool it is good to embargo other commoditi~. all Qf cen.tral E:u.fope. l)a.s collapse_€!. and each one. o:( the new 
and so it is. n,a..t_ions, when._ nQt enga.,ged in, internecine troubl.e, is endeavor-

How areo we. to find a market for Ol)l;' snrplu~ with the, .ing to <;.&eate a so:r:t of commercia.l system o,f its own. Tho re- . 
countries upon whi~h these- em}:>-argoes are to operat-e? l;lll);Uan sult is pandei;Uonium. Jfo_r example, Czecb.oslovaltia. will . up­
nature-and ·I · thin~ even ~resid~nt. Wil.soQ. is convinced. o:{ it ply A.ustria wHh coal for her foundries; only upon. condition... 

· now-is. about the same at; all t~s~ and i(l aJ c9un~ie . Qther that Austria shall in return furnish Czecho lovukia the eo tire 
nations will~ ineviJably apply laws. of: retalj~ti{)n to ~eric_an product, ot tbQse foundries. · 
commerce, and ought to, in consequence of which, while our Trieste is one_ of' t]le great.ll.U.J:bors., if ot the grea..te t uuxl)ot:,, 
wall may be ve;_-y high for t}!em it will be too high for our- ot the ~dri_atic, to wh,ich before the wru: was_ tribut ry o.early 
selves, and' the expor:ts which t4is veyy int~Uig~nt_ aQ.q esti-. all t:b.e ov.ersea,s com.me.rce of' A.ustr~ incJ'llding Czecho l.P.va -i~ 
mabie gentleip:_a.n wants so ba..dly and wl:}ich t conc_eQ.e tl;l.at lle a part- o( ~ol:anJt Hqpga.rY,,_ J-qgo-SJavia.. or: Slnvoni1!..-it is. 
should have. are t{) be ex.clud€9' by· the re~ies- that he pro_~. about all ~ .Q.la.I;l's_ r~u.ta.tj.op._ 1../3 wort});. tQ t.cy tQ pronpUJlce. 
po s to ext-end to others suff-eriug· equally trQm this deflation soll}e of those nmnes-b.ut now tbe:r:e. is a di:sti:nct rai.b:oac 
in prices. ·- · system :t;o:r: eacl)., a. dis_ti))ct set ot d..u.ti~. :to~: eacb. ao.<t a disti.llc.t 

Now;_- ~Ir .. Pr:esid~nt; 1 can understand ho' , accorcling to 1\Ir. d.etermmat~n. o,f! ~c.h ~Q retain i.u its ow.n pos essi.on alt Clll! 
1\.(eyer, it wi!l be possib.le_ to, e.qcop;rage th.e fQrmation of asso_~ that m~y co~e w~thin _1ts. J.?~Sicul jm-bs{ll:c.Uon~ Tbe result is 
ciations· and companies who- will UQ.dert~e to .ijpanc~ ap.d to_ that T.r1este 1_,s dom&: no b;usmess; it can n.ot An equat :re u)t 
export some of these commodities and create a market· for is. that there. is a. pa,.ra.ty}.)iS. o:e: illterchange of. commo.dJ.ties 
tb~m und who will assame the fina.Q.cial re_sponsibilities, subject by these people a.Qlong themselve, . A.s Ls :lne:vttably tlle. ca. e 
to t]Ie security- that can be offered b_y tpese co~porations,, and tll.es.e ti:ade coQ.t:r:o-,·eJ.~les are_ u-uitfu.t pa:r:ents of· w~r and· 
wJ1ich. DJ:flY in SOJ!le degree allevioJ~ thiS; si.tuat_i_on. But w.hat bloodshed~ a.nd_ the. peace. of Ew::ope to..-day i.S~: i.n my judgment 
puzzles. me is w~ere the ~good~ are going. Yesterday I reucL threatene<Lmm:e immiQently b~ commeJ:cial'con.ditio.o.s, o ratl e · 
in the_ papers, aQd r-h.ave not seen it contJ:adictecl, that .A.;rgen- tlJ.e. lack. of the.IP, than b_y ans.tmJlg else. 'r.h£y neeq wllat w~: 
tinij. had declj:ned oo receive $12,000,000 worth_ of American m.er- have to sell; their p~o~le in the many; se.ction,s are sta.rviog 
chundise, or ratl)er her IQ.ercb~ts h~d d~lii}ed t{) receive it, be- for the lack of. Ute ordJ.llQ..rY negessJt~es. of: lif..e. Certainly we 
cause_ the di~tert.Ce in the rate. ot exchange between Argentine "·ant to export to them, but commerce is a cold-blooded affail:. 
money and t4e-Americl!ll dollar is. sq grea,t that they.: could only and depen9s upon ex~ange. If tho~e. peo.(>le ha,.ve. ~oney with 
take those goods at a heavy lo s, a.nd ·therefore they refused to whjcl). tQ buy the_se~ PI:.O.d.Ucfs., theJj can ]lav-e. tJlem; if. th.ey have 
receh:e -them at all. pl,'o<tpcts whjc]J. they cau. exchw.ge fQr them, we can_ supply 

If .A,rg~ntina is in that situation what; shall we say of Ge.r- their needs; bu,t. i t.b.ey ha.ve neithel,' we m~ stapd upon this 
many and of Austria aD:!J, in filet of all of· t-b.e countries of - floor and talk. until d,o_omsda,y, we ma,y. pa,Ss aU the tarUl:s 
E:urope, with the pos il)le ex~ption of- Great; Britain, whose o.r abolish a.U tl).e taJ.'i:ffS thAt the mind of" maJl can conceive, 
rate ot excl}ange are even wor e, as: com})ared w,ith the Amer:b- and' yet this stale conQ.ition will coQ.ti'rme-nlenty and plethora 
can dolla-r, than those of Sou,th Ame_rica, anq w.hi~ therefore in one lan!l.. waQ.t aud starvation in.. otJiers. El.ence, r ·do not;­
can not, without- the most ruinous. sacrifice, secwe export13 from see how· it is pos_sible for the 'Vnr Fin.ance Cm;poratiDQ. or for 
the United States? any ot.O.et orgamzation to <;reate_ m.a1:kets whe.n. none ca.n. exist 

The fall in_ ex_change_ operates as a bounty u12on exports from because of' the ab13ence o:t concliti.ons.. which a;:.e in.dispeosable 
the country where the exchange is lowest, and thl:lt, I may say- to th-em. 
to the seq.ior Senator D:om North Dakot~ [Mr. McCu:IDJER], in Of couJ.'se it i,s said that we can supply credit and by supf?ly­
my .judgmen fully accounts, fo!'" the import~tion into this coun~ ing credit we can :furnish the means with which to pay fO:t our 
try o~ Canadian wheat, because_ the exchange. be_tween CUQ.adian own goods. It wa,s.. stated re terday that Germany was our 
moo y and A.merican money is in favor o:f Canada, and conse- second. best customer in Eu.roQe· befo1:e- the wax, and. $.e was.; 
quently it gives. her so much of a. bounty on her exports that she but so long· ~ Germuny rests under the burden ot an indefinite 
can afford to undersell the American producer. . indemnitY,; so long as sne i . in the ha)lds o;f a :r:eceiver b,ip com-

! do Q.ot tb.ink the relief against this is in the · tariff at au, posed of th.e memb_ers ot the Re.Paration CommLs;sion, so lo~ 
I may be mistaken. It must come from a regulation and a as wllat sl:).e Produces is to be tak.eQ. from her ana to be given to 
steadying of exchange, and that must come very largely by the Allies as indemnity, with no certitude of its ever ending, 
agreement and by support and by credits from nation to natioQ., and with no assu;·ance as to the final definite amount, so long­
followed by the. balancing of exports with imports. will her energies be pa.ral~ed, so long will he:.: power to puc-

One reason w.hy this slump, as it has been called, and p ·op- chase be dormant, and so long will it be impossible :tor her to re­
erly so, has become acute is due not to the. needs of our products· create that trade whiCh at one time took so much of ou · products 
in other countries, but tq their i.napility to paY. for them. Inter- and afforded mutual prosperity to both countries. 
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It is hardly necessary for me to say that I am no sympathizer 
with Germany; I fully agree that she brought her punishment 
upon herself; but if, as Mr. Wilson once said, we must be just 
to those to whom we wish to ·be just as well as just to those 
to whom we do not wish to be just, and if we are to permit 
70,000,000 people to regain their feet and become a factor in 
the productive energies of the world, then the economic features 
of the treaty should be changed and changed as soon as possible. 
We are partly responsible for the structure of the treaty, but 
the Senate bas so far, I am pleased to say, withheld its assent 
from that document; and I believe if the people had under­
stood as much about the treaty as they did about the covenant 
of the league the vote at the last election would ha >e been prac­
tically unanimous, even in the South. 

So much, Mr. President, fm· the possibility of creating markets 
where markets can not possibly exist in the ab ence of condi­
tions which are essential to the international exchange of 
commodities. 

Some reflections have been made here, not intentionally, 
however, upon the attitude and action of the banking interests­
of the country toward the farmers. So far as I am able to 
judge, the local banks ha •e gone to the limit in extending 
credit to producers, and in some instances I am ...-ery sure to 
producers not satisfied 'Yith pre>ailing prices, but who have 
desired to hold for better ones. I am not complaining of that; 
that is human nature. In one sense it is profiteering, but it is 

· the natural and therefore the perfectly legitimate action of the 
owner of those articles the market price of which does not meet 
with his expectations or desires. But it is unfortunate, never­
theless, in view of the fact that, the market price of com­
modities having fallen to such a degree, the "banker himself is 
embarras ed. A national bank in the town of Sterling in my 
State su pended the other day. The Comptroller of the Cur­
rency tells me that its assets are perfectly good, and conse­
quently he does not intend to appoint a receiver, but they 
consist of farm and live-stock papeJ.' upon which it can not 
at -present realize. He also informed me that such is the 
situation very largely throUghout that section of the cotmtry. 

It seems to me that the banks may need the protection of 
the Government quite as much as those whom they have at­
tempted to protect in tum, and, instead of condemning them 
for a suppo edly niggardly course, we should condemn them 
for having stretched their credit too far, and by that means 
brought their depositors in danger and subjected them to un­
necessary losses. 

I do not understand that so far as the western banks are con­
ce~ned there has been any sort of evidence of an intention 
upon their part to take advantage of the situation to refuse to 
extend credit as far as they dare or to press for payment by 
the foreclosure of securities. I think, generally speaking, they 
haye acted a~cording to Ole spirit of the Federal resen·e act, 
feeling that, in the absence of those conditions which made 
panics inevitable under the old system,. they could take more 
chances, and, therefore, under the circumstances, did take them. 

Mr. President, the amendment which the Senator from 
Georgia [Mr. S:lliTH] has offered, and which the Senator from 
Mississippi [l\lr. HA.R&Iso~] opposes, because he thinks that the 
power to favor other interests now exists, is not only a very 
natural addition, but an ine,·itable one. The Senator from 
Georgia proposes to insert the words '.' and other " afteJ.' the 
word " agricultural " on the seventh line of the second page· of 
the joint resolution, so that the pro>isioo will read: 

And the members of the War Finance Corporation are hereby 
directed to revive the activities of the War Finance Corporation, and 
that said corporation be at once rehabilitated with the view of assisting 
in the financing of the exportation of the agricultural and other products 
to foreign markets. 

I think that is n desirable amendment if we arc to carry 
through this legi lation at all, because otherwise the legislation 
is distinctly clas legislation, and to that I am oppo ed. I grant 
you there are precedents enough, God knows. The Senator 
from Kansas referred to a precedent for the advance of the 
amount needed for the capitalization of the War Finance Cor­
poration. I repeat, there are precedents enough. When we 
took the tariff off sugnr bad~ in the eighties, if I remember 
correctly, we allowed Louisiana to put her hand into the Treas­
ury up to the elbow and take out what wa nece- ary in the 
shape of a bounty to equalize the difference between the cost of 
l1er production of sugar and the cost of production abroad. 
Since I have been a Member of the Senate there has been about 
a much class legislation, perhaps, as bas been enacted in any 
similar previous period of time. 

I regard e-very duty placed upon an article fo1' the sole pur­
pose of protection n a IJonnty of the Go>ernment to the 
favored indiYidual. Th~re is plenty of precedent for iL I re­
gard every pension paid to au able-botli d run.n who has done 

his duty to his country by serving it as a bounty, as an appro. 
priation from the Treasury to men representing a particular 
class. So it is too late, if I were so dispo ed, to object to that 
feature of the joint resolution as class legislation; but it is 
class-legislation, pure and simple, if the amendment of the Sen­
ator from Georgia is not adopted; and, disguise it as you will, 
class legislation is socialistic legislation; and lt is strange that 
men will preach against the doctrine of socialism, and sometimes 
upon this floor cast reflections upon men who do profess to be­
lie\e in that doch·ine, and then deliberately apply it in legisla­
tion themselves. 

Of course, all other products are just as much entitled to the· 
benefits to flow from special iegislation as are the farmers or 
the wool growers or the live-stoCk men or those engaged in the 
production of cotton. If I go into a manufacturing enterprise 
and invest my money, and on account of the fall in the. price 
of tlte product, whate...-er the cause, not only in my institution 
but in all others similarly situated, I am threatened with ruin, 
becau:::<e I must sell, if at all, at a sacrifice below the cost of 
production, why am I not also entitled to the protection of the 
GoYernment? Why should not Uncle Sam make me whole? 

I was handed this memorandum yesterday : 
I bad $1,700 stock in a little corpor·ation which the war busted. It 

is just wound up, and I charge up a loss of $561. What are you going 
to do for me? 

That is a perfectly fair question-a perfectly fair question. 
I say, "You went into this enterprise with your eyes open, as a 
citiz-en, and took chances." The Government is not organized as 
a universal hospital to cure the commercial and economic ac­
cidents and diseases of all ma.n.kir;.d. It was created to protect 
the citizen, and enable him to function on his own account; and 
I think, l\lr. President, that the most pernicious consequence of 
this kind of legislation is the fact that it is depriving the people 
of the country, the good old Anglo-Saxon stock, of that element 
of self-reliance, personal ambition, and the desire to succeed. 
which lies at the foundat:on of all indi>idual and national 
pro perity. 

Why hould I exert myself unduly in order to succeed, if, 
when I fail, the Go\err.ment is to catch mr, and act as a para­
chute to land me safely on the ground? We are coming to it" 
very rapidly; and why should a man exercise thrift, and ac­
cumulate something beyond the cost of living, if when he has a 
little property it is to be taken from him und given to the man 
who is thl·iftless, or unfortunate~ howe>er thrifty he may be? 
That is our modem idea, so far as our practice goes, of goY­
ernmeut; and, as a consequence, we have these 125 lobl•ie to 
which I ha>e referred, all with their hands and their tongues 
out, and both stretched in the direction of the United States. 
Treasury. 

I was called into the lobby a short time ago, just before I 
began to speak, by some gentlemen who are here who want 
some money for good roads. T4ey said they certainly expected 
that I would a si t them to the best of my ability. I told them 
I would. I informed them that up to this time I had unsuc­
cessfully opposed ever-y such measure, and by opp.o ing theirs. 
I would guarantee its passage. I also told them that inas­
much as we only bad a little deficiency of a billion and a quar­
ter staring us in the face, and a demand for two and a half 
billions for bonus, and a bill practically appropriating fixe hun­
dred millions now before the Senate, if th~re was anything left 
I thought they ought to have it for good roads; and conse­
quently I assured them that I would oppose the bill; hence tl1ey 
would recei>e it unless the bottom of tlle Treasury sheuld be 
reached, in which eYent they ougbt to apply and perhaps would 
be treated as preferred creditors. 

IU.e. President, I have now discussed the first section of the 
joint resolution, notwithstanding the~ fact that I announced at 
the beginning th~t I should not oppose it by my 1iote. I do 
not, however, by keeping silent <lesire to be reproached here­
after for the ineffectivenes of the remedy when it comes to 
operate. I know that it is foredoomed to failure, and that we 
must go through the same course that our fathers have gone 
through under similar circumstances-a hard, bitter experience, 
filled with suffering and sorrow and misfortune, either now 
or at some other ·time before we get back to normal conditions. 
I have too hig_h an opinion of the yeomanry of America to 
think that they are not capable of it. I was a boy in the South 
during the war and a few years afterwards. That country had 
been swept by the desolation of war, and everything that was 
left became the prey of the scalawag and the carpetbagger. To 
add to our misfortune, there was a ho tile Central Government 
ruling the white people of tba.t country with a rod of iron. 

No people e...-er faced a more di mal and awful prospect, but 
they did not perish. They ros~ supreme to the occasion, nn<l, 
undaunted, grappled "~it.h foes, political ancl economic, oyercame 
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both, and made their country one Of the most beautiful and 
prosperous in all the world. 

What my people in the South <.lid then they can do now, and 
they would do it but for the fact that this generation has been 
Edueated into the notion that Uncle Sam is a univer~al dis­
pen~cr of bounties upon all ad ,·erse orcasions. 

"Why, 1\Ir. Presi<lent, I remember shortly after the declaration 
of '''ar with Germanv that there was a universal dislocation of 
business everyv;here, ~and cotton conditions in the South were as 
bad, if not '"or_ e, than they are at present, and some of our 
southern Senators-!' am saying it with all <lue respect-then 
lo t their heads and introduced a joint resolution providing for 
the issuance of $250,000,000 of bonds, the proceeds whereof 
were to be investe<l in cotton, to be held until cotton reached 
10 eents a pound. They thought it was absolutely necessary 
to save the South. They were perfectly honest in it. In fact, 
I think some ()f them went so far as even to menace tho 
solidnritv of the Democratic majority in this body if we did not 
pass it; 'but we rejected it, and I think properly, and the South 
still li\es, still proud, still prosperous, and still defiant, thank 
God! 

. When the mints of India closed practically every silver mine 
in the West closed, and that brought disaster to my section 
of the country, and a -very severe one, followed shortly after­
wards by the panic known as the panic of 1893. Senators from 
my State and from the other silver-producing States iterated 
and reiterated in this body the certain destruction of the 
civilization -of the great Rocky Mountain region if silver was 
not restored, and I believe them just as honestly as my friend 
the Senator from Georgia in 1914 believed that that $250,000,000 
bond issue was necessary to save his State. 

1\fr. Sl\1ITH of Georgia. l\lr. President--
'.Che PRESIDING OFFICER (Mr. SHEPPATID in the chair). 

Does the Sen a tor from Colorado yield to the Sen a tor from 
Georgia? 

1\fr. TH0~1A.S. I do. 
l\fr. Sl\IITH of Georgia. I did not believe it necessary to 

save our State, but I believed that it was wise. I still believe 
it was wise, an<l I thipk it was a horrible blunder that is was 
not done. 

Mr. THOMAS. I am glad the Senator stands by his guns. 
That is right. I honor him for· it; but I did not agree with 
him then, and I do not agree with him now. 

Mr. SMITH of Georgia. Furthermore, if the Government 
had pursued the policy suggested, the Government would have 
made a large sum from its investment, and our exports would 
have brought a normal price, instead of having brought about 
one-half of what they should have brought. 

Mr. TH0~1AS. If the function of. the Government is to go 
into business and to make money by taxing the people, why, 
of course, that may be. I do not know; but I am going to be 
just as candid as the Senator is. I am going to admit that I 

. was mistaken. What I apprehended never happened. It was 
found that we could not get silver coinage, and so we went to 
producing gold and zinc and lead and everything else of a 
mineral or metallic character that we could dig out of the 
ground. While I think it was a mistake, and always will to my 
dying day believe that the demonetization of silver was little 
short of a crime, I have been cured of the notion that its coin­
age was absolutely indispensable to the commercial existence of 
any people or any section of the people. So, I do not want to 
lose my head again; and the difficulty is that the country has 
lost its head just now. 

1\fr. SMITH of Georgia. Mr. President, will the Senator 
pardon me for just a moment? 

The PRESIDING OFFICER. Does the Senator from Colo­
rado further yield to the Senator from Georgia?· 

1\Ir. THOMAS. I do. 
Mr. Sl\IITH of Georgia . . I did not consider it essential to the 

prosperity of the South or of the cotton-growing States. I be­
lieved at the time that there was a condition which could be 
ju tly and properly and wisely relieved, growing out of the war. 

Mr. THOMAS. Whatever the Senator's idea was-and of 
course I take his statement for that-the fact is that the calam= 
ity which roused him to such action did not occur. In fact, Mr. 
President, nine-tenths of our troubles never do occur, except by 
anticipation. 

Mr. SMITH of South Carolina. Perhaps we have not any 
troubles now. 

l\Ir. THOl\f.AS. Yes; you have some now-there is no doubt 
about that-but they are not half as bad as you think they are, 
and I am satisfied that the future will demonstrate the truth of 
my statement. Legislation of so supreme an importance and 
character ought to be enacted, as I stated before, only after the 
most profound consideration and by dispassionate and unex­
cited men, and that we are not. 

Now, Mr. Presj.dent, a few words regarding the second section, 
and I will relieve the Senate from further torture. The second 
section provides : 

That the Federal Reserve Board is hereby directed to take such action 
as may be necessary to permit the memuer banks of the Federal Reserve 
System, in accordance with law and consistent with sound banking, to 
grant liberal extensions of credit to the farmers of the country upon the 
security of the agricultural products now held by them, by permitting 
the rediscounting of such notes of extension at the lowest possible rate 
of interest. 

My first criticism of the second section is that it conveys to 
the country the impression that the Federal Reser\e Board has 
not been doing its duty, that it has been derelict in a crisis to 
the people of the United States. The committee did not mean 
it so, I concede fully, !Jut that is the impression, in my judg­
ment, which will be conveyed f1~om one end of this country to 
the other among respon~ible people. It is a reflection upon the 
Federal Reserve Board, not an intentional but an inevitable 
one. 

I read the hearings carefully. I ha\e known the workings 
of the Federal ReservE' Board, and I contend that in the dis­
charge of their functions they have sought to do, and I think 
nearly always have done, their duty well. It takes a brave man, 
in a crisis, to perform his duty, and the law that is worth any­
thing must be equal to the crisis which confronts it, and which 
was anticipated at the time of its enactment because of past 
experiences. I know of nothing more dangerous and damnable 
to a commercial people than :lnflation, except deflation, becau e 
the last is immediate and much more drastic, and consequently 
deflation should come gradually, and that has been the case with 
the Federal ReserYe Board, because to-day, so far as our cir­
culation goes, it has not been reduced, but has simply been held 
stationary and hardly that. -

The Senator from North Dakota called attention to the-fact 
that the governor of the Federal Reserve Board said that up 
to a certain time last spring the increase of our currency had 
an angle of about 45°, from which time it has assumed one of 
about 2°. That is the sort of deflation, 1\lr. President, that 
ought to be practiced. -

But that is not the thing which is responsible for this situa­
tion. If this angle of increase had been maintained at 45° 
or more it would have come just the same. It is absolutely 
inevitable. The terrible part of it is that it came so suddenly ; 
that is, relatively it was sudden. But it has been coming for 

. months, and it has come as a consequence of the refusal of the 
people of the United States to be held up any longer with high 
prices. It seems to me that the consumers of this country have 
a right to complain that, now they are face to face with a reduc­
tion in prices, the Congress of the United States is executing a 
military maneuver of right-about-face and legislating to keep 
them up. 

Talk about political consistency. As acrobats Congress can 
give a political convention cards and spades; that is, if thi is 
a sample of the sort of legislation which is going to follow now. 
We ran like a pack away from high prices. We are now run­
ning like a pack away from low prices, and when you consi<ler 
that the consumer of America constitutes the principal cia s­
the man of salary and the man of fixed income and the wage 
earner, next to the farmer, constitute the greatest class in the 
country, and the farmer is also a consumer-! think that, sub­
ject to the needs of the producers of the country, we should 
welcome instead of attempting to repel the inevita..Qle return 
of a decent standard of livelihood. 

I concede, 1\Ir. President, that the prices of necessitie to 
the consumer have not kept ratio to the fall of prices to the 
producer. That is unfortunate. It costs the farmer to-day and 
it costs the consumer everywhere who supports the retail bu i­
ness of the country pretty nearly as much to live as ever, and 
especially if he has to travel and patronize any of the hotels 
of the country. But that only indicates what is almost always 
the case, that the prices of the distributor to the actual con­
sumer are the last to come down, due very ·largely, first, to the 
fact that the public must continue to purchase what is abso­
lutely necessary and also to the fact that the retailer can not 
so readily readjust himself to the change-that is, his OYer­
head charges, his credits, and so forth. There may be a con4 

sequent disaster; but I venture the prediction that after the 
holidays are over retail prices will fall very rapidly. They have 
to. I know of no ·way of avoiding it, like the general situation, 
which may be stemmed for a short time, perhaps, but inevitably 
it must come, and I think the sooner we meet that fact anu "O 
through the yalley of the shadow and get back to the olu con­
ditions the better it is going to be for us. 

I agree with the Senator from Utah [1\lr. SMOOT], Mr. Pre t­
dent, that the second section is practically meaningless. It 
directs the Federal Reserve Board "to take such action as may 
be necessary to permit the member banks of the Federal He-
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serve System, in accordance \rith law and consistent"with sound 
banking, to grant liberal extensions." 

That power exists under the present law. The Federal Rc­
se-t·Ye Board does not make anv loans. The Federal Reserve 
Board does not direct the member bank where it shall receive 
credits or discounts. The Federal Resen·e Board can not tell 
the Riggs · National Dank of Washington what loans it must 
make and what loans it must not make. It can e:s:arnine its 
loans, and does do so, in order that rules of sound banking may 
not be ignored er departed from. The trouble is that they have 
done all they can do under the la,v, and unle s they do more 
under this proposed law, then complaint 'Will be made, and it 
wili be made with great insistence, that they ha\e ignored -the 
dir ction of Congress, "by paying no attention to its joint reso­
lution. I do not believe that there is a Senator upon this floor 
who, a a member of the Federal Reserve Board, would have 
changed the policy which it has followed, or who would under 
this direction change its policy. And yet I think there can be 
no doubt that unless something radical and drastic is done, the 
members of this board "ill be denounced, as they have been 
frequently and unjustly denounced, not always here, but in 
other places a,s well. 

I recall-! think it was in August, 1919, though perhaps I do 
not get .the date correctly-when this body pa sed a resolution 
upon the subject of deflation, the general impression being then 
that credits were being extended too far, and calling upon the 
boartl "for information upon that subject, which \\as duly fur­
nished. 

That is all right; we have the right to do that. But in · a 
crisis like this, to pass a law directing this board to do some­
thing wtich iD its judgment it ought not to do is to interfere 
with the principles of sound banking, with the judgment and 
discretion of men who know their business and who were 
appointed to perform it. "\Ve can not afford, in my judgment, 
without threatening ilie integrity of the entire system, to enact 
re olutions and statutes amendatory of a great banking act 
for the purpose of meeting an emergency tbat seems to threaten 
a part of our people. If you set the precedent there will never 
be such a thing as contraction of currency in the United States. 
If you set the precedent the board will function as a body merely 
designed to extend credits and increase the circulation, and 
when that is done you wm have plenty of money, but it will be 
rotten, just as the money of nearly all the nations of Europe is 
to-day. We produce more-than we can sell. We produce more 
than there is a market for, and the problem of the farmer is the 
problem of distribution and of maJ;kets. 

I read from a review entitled " Economic Conditions," issued 
by the National City Bank, this short-extract: 

This slump :in business conditions has ·demonstrated again that :the 
great movements in the business world which make good times or bad . 
times arc spontaneous and beyond control. They are due to mass 
action and mass psychology. The business of the country depends 
upon the purchases and policies of tens of millions of individuals, and 
when they become generaUy po sesseu of a ·pirit of confidence and go 
all nd with their planning and spending undel" its influence we have a 
period of prosperity. The differenee between free spending and care­
ful economy by all the people of this country means a vast difference 
in the volume of trade and the level of prices. 

A state of full prosperity is seldom long maintained, because it means 
a balanced state of industry, and the balance may be disturbed by 
many influences, originating at home or abroad. The war gave an 
enormous but unhealthful .stimulus to the industries and brought on 
the rise of wages and prices. Following the war there was another 
abnormal period, due to scarcity resulting from the war and the release 
of demanus that had been in restraint. The actual ~carcity was exag­
gerated in many instances, as in the case of clothing and sugar, by 
an insistent demand ·which would be supplied at any price. A market 
in which demand exceeds supply is commonly called a ~eller"s market, 
on the theory that the seller names the price, ~1t the prices upon 
many commodities in the latter part of 1919 and early part of 1U20 
were made by a crumble of buyers and the bidding of dealers eager to 
supply them. There was a shortage of cloth and of sugar, but the 
marl;:et was overstimulated by the action of buyers, who in many in­
stances tried to get more than they really wanted in the expectation 
that the limited supplies would be allotted or to provide for the future. 
No!Jody was mo.re deceived than the dealers and producers. 

I do not see, l\Ir. President, if it be true that the masses 
buying, or the failing of the masses to buy, is the factor which 
determines operations, and it is a fact, and particularly where 
a market is a seller's. market, as ours has been so long, that 
any direction to e:s:tend credit to producers upon the security 
of the agricultural products now held by them, by permitting 
the -redi count of notes, of extension, or otherwise, can affect 
this situation. It is largely beyond the power of human con­
trol, and there is, as we all at least should ·know, a limit to 
human legislation. 'Ve can not legislate July weather into 
January. We can not change the course of the planets around 
the sun. We can not legislate figs upon thistles, and, -with ·all 
due respect to the pre ent presiding officer [Mr. SHEPP.ABD in 
the chair], I do not believe we can legislate virtue into the aver­
a g£' man. These are things which are beyond the realm of 

human statut-es, and, generally speaking, when we try to regu­
late them the result is either disastrous or ridiculous. 

)Jr. President, I shall ask for a separate •ote upon these two 
sections, to the end that the ·s~nate mar discriminate between 
them . 

• Ir. GTIO~ 'X.A .. 1Ir. President, I was in hopes that we could 
d.ispo ~e of the joint resolution to-day. There never was a time 
in the history of the Nation when remedial legislation of this 
sort was as urgent as it is to-day. · I am sure that everv Senator 
realizes that. · ~ 

However, I certainly clo not wish to deprive any Senator of 
the fullest opportunity to speak. I could not clo that if I 
wanted; but I wish to state my position;· I do not m h to say to 
anr enator that he can not ha\e all the time he -want to 
di cuss this joint re:olution. I realize that it is an important 
measure. I also realize that at this time we do not perliUps 
ha•e a quorum, but we can get a quorum here. I do not know 
of a time when it was more necessary or more important than 
tbe present to get a quorum and to keep Members here until 
pending legislation i di po~ed of, when banks all tbrough the 
country are suspending and closing their doors, when farmers 
are unable to di pose of their products for the \ery reason that· 
they can not obtain money, "·hen the money is being locked up. 

If we can have an understanding that we shall take a rece s 
until 11 o'clock on l\londay, and that those who are here present 
will giye unanimous consent at that time-I am not asking that 
it be done now-to •ote not later than, say, 3 o'clock on Mon­
day, perhaps we could make time by. taking such action. 

l\1r. KI~G. l\1r. President, may I say to the Senator from 
J.. ~orth Dakota ·that on Monday a numl{er of very important 
committees -will meet· for the first time at this session. Some 
of those committees are called for 11 o'clock, others for 10 
o'clock. I suggest to the Senator to ID'OYe a rece . until 12 
o'clock. I am sure that a V"Ote "Will be had upon ~Mouday on the 
joint re olution. 

:Mr. XORRIS. l\Ir. Pre ident--· 
The PRESIDD-G OFFIOER. Does the Senator from North 

Dakota yield to the Senator from ·Nebraska? 
l\lr. GRON~A. Certainly. 
~Ir. NORRIS. Can we have an assurance, as much . as we 

can get under the circumstanc~s, without going through the 
formality of submitting a unanimous-con ·ent request, that ·we 
will yote not later than 3 o'clock on Monday if we take a re­
ce s until 12 o'clock on that day? 

Mr.·KING. So far as I am concerned, I should be .yery glad 
to as ure the Senator of that and use what little influence I 
may ha\e to that end. 

Mr. THOMAS. I beg to assure the Senator that I am ready 
to •ote now. 

Mr. NORRIS. So am I; but there are orne Senators who 
want to be heard upon the joint ·re olution. I haYe refrained 
from talking in order that I might do my paet toward getting 
a yote as soon as possible. 

We llad an under tanlling, I thought, a ~ much as ·we could 
ha\e an understanding without calling the roll and aoin~ 
through the formality, that we would Yote to-day if w~ won ~d 
consent to an ·adjournment ye terday at an hour which was 
proposed and "Which was a -very early hom· for adjournment. 
We expected ·in all go()(} faith that there woul<.l be a •ote to-day. 

Mr. KL TG. "'l\Iay I say to the Senator that I do not think he 
will make _any progress toward gettil)g a Yote by indulging in 
any criticism. I am sure there is no dispo~ition upon the part 
of any Senator to delay the vote. 

lUr. NORHIS. The Senator will not dispute that ~tatement? 
The Senator was here yesterday. 

Mr. KING. I do not know anything about it. 
1\Ir. NORRIS. The Senator was present. . . 
1\Ir. KING. I can a sure the ..Senator so far as· I am concerned 

that I know of no one who will Yote against the joint resolu­
tion. 1\Iy present intention is, after one or twe amendments are 
agreed to, to Tote for it. I am sure there are two Senators who 
desire to submit -some observations upon the measure, and I 
have no ·doubt in the world that if we take a recess until 1~ 
o'clock-on l\Ionday the measure may be di poged of by 3 o'clock. 

1\Ir. SMOOT. Mr. President, I wish to call the Senator's at­
tention to the fact that nearly every hour this afternoon has 
been taken by·senntors in fa\or of the men ure. 

Mr. r,.ORRIS. And that includes the senior Senator •from 
Utah. 

Mr. Sl\lOOT. I am perfectly aware of that. I lim not criti­
cizing anyone, if anyone 'vishes to speak. The Senator from 
Colorado [Mr. THOMAS] is the last one -who has spoken this . 
afternoon, and I am quite sure from what I have hea-rd that 
there is no more discussion to be had, except lJy the junior 
Senator from Utah [1\Ir-:KINo], 'arid possibly .one other Senator. 

·'' 



. . . ~ 

• 

224 . CONGRESSIONAL RECORD-· HOUSE. DECEMBER' 11, 

So far as I am concerned,- there can be a vote at 3 o'clock on 
. Monday. ·- - ~__ . 

l\Ir. NORRIS. There was no one. who had any doubt yester­
day that we would get to a vote to-day, and we adjourned· with 
that understanding. I am perfectly willing to concede to every 
Senator the right to debat~ the joint resolution as long as he 
wants to do so. 

l\Ir. THOMAS. I must confess my ignorance of that under­
standing. I had no such understanding,_ although- I fully ex­
pected that there- would be a vote to-day, because from wha~ 
I heard I ~upposed that I was the only Senator who wanted ,to 
say anything further on the joint resolution. However, I did 
not understand that there was any assurance that there would 

. be a vote to-day. 
l\lr. NORRIS. One Senator speaking, as a rule, brings for­

ward other Senators. Senators have spoken to-day who would 
not have spoken if it had not been for some things that were 
said by . other Senators that they thought ought to be an­
swered. I think the senior Senator from Utah [Mr. SMOOT], 
a very ardent supporter of. the joint resolution, was engaged 
for a couple of hours in criticism of it, and that brought on 
some discussion from other Senators who wanted to answer 
hlin. . 
· 1\Ir. SMOOT. I resent that, because I was on the floor for 
an hQur and 10 minutes, and I do not think I had more than 

· 15 minutes of the hour and 10 minutes. 
: Mr. POMERENE. May I ask the chairman of the committee 
one question? Is he going to insist seriously on section 2 in 
its present ·form? 
· l\1r. GRONNA. I wish to say to the Senator from Ohio in 
.all candor that there• are members of the committee who are 
very strongly j_n favor of the section. 

l\Ir. POMERENE. I wish to say that the first section of the 
joirit resolution, has my sympathy, and so far as I know now I 
.expect to vote for it; but I do not like to move a wrecking 
train into the Federal Reserve Board at this time, and that will 
be the effect .of section 2 of the joint resolution. 
· Mr. GRONNA. The Senator realizes that there is a great 
deal that may be said with reference to the action of the Fed­
eral Reserve Board. 
. Mr. POMERENE. That may be. 
. Mr. GRONNA. Every Senator here anu every man in the 
country who hag had any business to transact knows that 

. farm paper has been ineligible--and we might as well speak 
~~ . . 

l\Ir. PO~.IERENE. I am in sympathy with the Senator again 
in ~anting to help along the cause of rural credits, and I am 
going to help that along to the best of my ability, but I am not 
going to help wreck the Federal reserve banks, if I can pre­
vent it. 

Mr. GRONNA. l\Iay I say to the Senator that we are not 
charging the Federal Reserve Board with any violation of the 
taw, or even violation of rules. _ We are simply directing. The 
Secretary of the Treasury in all kindness, when he was asked 
by the Senator from Mississippi [1\Ir. HARRISON] what he would 
do, made the very courteous reply to the committee,- " If you 
will direct me to do so and so," I think he said we would be 
glad to do it. It is not a criticism of anybody. 

1\Ir. GLASS. The response of the Secretary of the Treas­
ury had reference only to the resumption of the activities of 
the War Finance Corporation, and not to the implied criticism 
of the Federal Reserve Board. 

Mr: GRONNA.. There is no criticism of the Federal Reserve 
Board. · 

Mr. GLASS. Oh, there is .a very direct criticism of it, a 
very unjust criticism of it; and a criticism that is not based 

. upon the facts. 
l\lr. GRONNA. The Senator from Virginia .has a right to his 

op:nion, and I have · a right to mine. 
Mr. GLASS. Precisely. 
l\Ir. GRONNA.. I shall be glad at some future tline to dis­

cuss the question with the Senator from Virginia, and would 
do so now if it were not my desire to have the joint resolution 
acted upon at this time. ,.. 

1\:Ir. POl\IERE:t\TE. I am not prepared to say that the Federal 
Reserve Board has done all that it ought to do. Perhaps it has 
done some things' it ought not to have done; but I am per· 
fectly clear in my own mind that the Federal Reserve Board 
can handle the business of the Federal reserve banks a vast 
deal better than the Congress of the United States. 
· Mr. · HEFLIN. Mr. President, no one else has suggested a 
·situation that I have in mind, and I feel that it is important 
:just her·e to hring it to the attent_ion of the Senate. I shall not 
rio\v discuss the· wisdom or u.nwisdom of the ruling of the Fed· 
eral Reserve Board in raising the rate of interest this year 

above that 'Charged last year. · We obtained money last year at 
4-i per cent in the cotton-growing States, and the banks that 
handled the cotton business and other agricultural products . 
made a little money in handling the agricultural business of 
our section. This year the ·rate of interest was raised to 7 
per cent, and banks in Alabama could only make 1 per cent in 
handling such matters, our legal rate being 8 per cent. The 
increased interest rate had a siinilar effect in other States of 
the South and West. The effect of that in the South and 'Vest 
was that call money having.gone up to 12 per cent and higher 
in New York, money seeking the place where it could earn the 
most interest went.:.._a great deal of 'it--'from those sections to 
the speculative centers, where the higher· rate of interest was 
paid, and the specula.ting interests of New York have bud all 
the money they desired to use on the exchanges in beating dow·n 
the prices of agricultural products. 

Mr. President, I am not charging that the Federal Re erve 
Board raised the rate of interest for the purpose of keeping 
money out or of driving mon.ey · out of the South and 'Ve ·t at 
the crop-moving time--the time that it was needed most. I am 
merely relating what really happened to the business of the 
farmer in the South arid West, and ! ·feel that Congress has the 
right t0 instruct, and I intend to vote to instruct or direct the 
Federal Reserve Board to go directly to the, rescue of the 
farmers of the country immediately because they are in dire 
distreS::l. We are seeking to deliver them from the sharks and 
speculators who take advantage of their distress and profit by 
their misfortune. It is no reflection upon the Federal Reserve 
Board for Congress to specifically direct its attention and 
activities toward a matter of such grave importance as prevent­
ing the usele s and criminal loss of billions of dollars .to the 
farmers of the United States. That is what I felt should be said 
at tbis , time, 1\fr. President. 
· Mr. GRONNA.. Mr. President, in view of what has been 
said by many of the distinguished Senators and with ~e assur­
ance they have given us that they will be willing to let this 
measure come to a vote on Monday, probably about 3 o'clock, or 
probably a little later, I move that the Senate take a recess 
untii'12 o'clock Monday. 

The motwn was agreed to; and (at 5 o'clock and 10 minutes 
p. m.) the Senate took a recess until l\londay, December 13, 
19~0, at 12 o'clock meridian. 

HOUSE OF REPRESENTATIVES. 
SATURDAY, December 11, 19'£0. 

The House met' at 12 o'clock noon. 
The Chaplain, Rev. Henry N. Couden, D. D.; offered the fol­

lowing prayer : 
· Infinite Spirit, Father of all souls, draw near to us as we 
draw near to Thee; inspire us with great thoughts that in all 
our efforts we may strive to fulfill Thy desires; let Thy king­
dom come in all hearts, that wron6S may be righted and broth­
erly love obtain throughout this perturbed world; that peace 
may possess our souls and make the world a safer and happier 
place to dwell in. In the spirit of the Lord Jeslis Christ. Amen. 

The Journal of the proceedings of yesterday was read and 
approved. · 

ADJOURNMENT FOR THE HOLIDAYS. 
Mr. 1\IONDELL. Mr. Speaker, I ask unanimous consent that 

when the House adjourns on December 23, it adjourn until 
Monday, December 27. 

The SPEAKER. The gentleman from Wyoming asks unani­
mous consent that when the House adjourns on Thursday, 
December 23, it adjourn until Monday, December 27. Is there 
objection! 

l\Ir. GARNER. Reserving the right to object, this request 
contemplates an adjournment from Thursday until Mond9y? 

Mr. MONDELL. Yes; so as to give Members one day to get 
home and one day to return after Christmas. 

Mr. SNELL. Is that all the vacation that is intended to be 
taken at the holiday season? 

1\Ir. 1\IONDELL. That is my thought. I have talked with a 
good many gentlemen on both sides, including the leader on the 
Democratic side. 

Mr. SEARS. Mr. Speaker, I make the point that no quorum 
is present. 

The- SPEAKER. The gentleman from Florida makes the 
point that no quorum is present. Evidently there is no. quorum 
present. 

Mr. MONDELL. 1\Ir. Speaker, I move a call of the House. 
The motion was agreed to. 
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